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Exchanges 


CHAPTER lI—SECURITIES AND 
EXCHANGE COMMISSION 


[Release Nos. 33-5949, 34-15006, 35-20643; 
IC-10342] 


UNIFORM AND INTEGRATED REPORT- 
ING REQUIREMENTS: DIRECTORS 
AND EXECUTIVE OFFICERS MAN- 
AGEMENT REMUNERATION, LEGAL 
PROCEEDINGS, PRINCIPAL SECURI- 
TY HOLDERS AND SECURITY HOLD- 
INGS OF MANAGEMENT 


Amendments to Disclosure Forms and 
Regulations 


AGENCY: Securities and Exchange 
Commission. 


ACTION: Final rules. 


SUMMARY: The Commission is 
amending to certain disclosure forms 
and regulations to standardize and im- 
prove its disclosure requirements relat- 
ing to directors and executive officers, 
management remuneration, legal pro- 
ceedings, and principal security hold- 
ers and security holdings of manage- 
ment. The amendments incorporate 
into regulation S-K four new items: 
Item 3, “Directors and Executive Offi- 
cers”; item 4, “Management Remu- 
neration and Transactions” (with re- 
spect to which new amendments have 
been proposed today in Securities Act 
Release No. 33-5950); item 5, “Legal 
Proceedings”; and item 6, “Principal 
Security Holders and Security Hold- 
ings of Management.” Forms S-i, S- 
11, 10, 10-k and 10-Q and schedule 
14A have been amended to require 
that the disclosure of these categories 
of information be prepared in accord- 
ance with these items of regulation S- 
K to the extent provided in the forms 
or schedule. The amendments include 
a reduction from 10 years to 5 of the 
description of material events in the 
background of officers and directors 
currently required by these forms. A 
requirement for disclosure of certain 
additional information relating to liti- 
gation involving directors and execu- 
tive officers also has been adopted. 


EFFECTIVE DATE: September 30, 
1978. 


FOR FURTHER INFORMATION 
CONTACT: 


Steven J. Paggioli, Office of Disclo- 
sure Policy and Proceedings, Divi- 
sion of Corporation Finance, 202- 
376-8090, Securities and Exchange 
Commission, 500 North Capitol 
Street, Washington, D.C. 20549. 


RULES AND REGULATIONS 


SUPPLEMENTAL INFORMATION: 
On November 2, 1976, the Commission 
published for comment proposed 
amendments to certain disclosure 
forms promulgated under the Securi- 
ties Act of 1933 (‘Securities Act’’) [15 
U.S.C. 77a et. seq., as amended by Pub. 
L. No. 94-29 (June 4, 1975)] and the 
Securities Exchange Act of 1934 (“Ex- 
change Act”) [15 U.S.C. 78a et. seq., as 
amended by Pub. L. No. 94-29 (June 4, 
1975)].1 The amendments were pro- 
posed to achieve increased uniformity 
and integration of the disclosure re- 
quirements relating to management 
background and legal proceedings in 
various disclosure forms and to pro- 
vide more ineaningful disclosure re- 
garding the backgrounds of the man- 
agement of publicly held companies. 
In addition, the Commission requested 
comments on the need for and possible 
format of additional disclosure re- 
quirements relating to the _ back- 
ground, qualifications, remuneration, 
and transactions of management. 

This release summarizes the amend- 
ments proposed in release No. 5758, 
the comments received on the pro- 
posed amendments? and the action 
taken with respect thereto. Attention 
is directed to the text of the amend- 
ments for a more complete under- 
standing of the amendments adopted. 


A. INCORPORATION OF Four ITEMS INTO 
REGULATION S-K 


A number of the amendments pro- 
posed in Securities Act Release No. 
5758 were intended to make uniform 
the requirements of disclosure items 
relating to the same category of infor- 
mation in the various disclosure forms. 
As proposed, the amendments would 
require identical disclosure in forms S- 
1 (17 CFR 239.11), S-11 (17 CFR 
239.18), 10 (17 CFR 249.210), 10-K (17 
CFR 249.310), 10-Q (17 CFR 249.308a), 
and schedule 14A (17 CFR 240.14a- 
101) concerning the background of di- 
rectors -and executive officers. The 
amendments would also provide con- 
formity and clarification of the legal 
proceedings items of the various 
forms. ; 

Most of the commentators who ad- 
dressed this issue approved of the goal 
of conforming the disclosure require- 
ments of the various forms, expressing 
the view that the uniformity would 
result in savings of time in securing in- 
terpretations and gathering facts, and 
would enable registrants to concen- 
trate on complex disclosure matters, 
without being distracted by efforts to 
determine reasons for differently 
worded disclosure requirements. Two 
commentators opposed the standardi- 


“tSecurities Act Release No. 5758 (Novem- 
ber 2, 1976), (41 FR 49495). 

2Comments were received from 77 com- 
mentators. The comments are available for 
inspection in file No. S7-658. 


x 


zation policy and suggested that uni- 
formity may not be desirable because 
the various forms have different pur- 
poses and reach distinct persons. 

The Commission believes that the 
coordination of the disclosure require- 
ments among forms is desirable. More- 
over, the Report of the Advisory Com- 
mittee on Corporate Disclosure recom- 
mended that the Commission take 
steps to. assure that disclosure require- 
ments relating to the same categories 
of information are uniform among fil- 
ings.* The Commission views the uni- 
formity of requirements under the Se- 
curities Act and the Exchange Act as 
necessary to integrate fully the regis- 
tration requirements of the Securities 
Act and the periodic reporting require- 
ments of the Exchange Act. Only 
when the disclosures made pursuant 
to both acts are comparable, can fil- 
ings under one act be freely inter- 
changeable with filings under the 
other. 

Release No. 5758 proposed to begin 
implementation of this policy through 
a series of amendments to forms S-1, 
S-11, 10, 10-K and 10-Q and schedule 
14A which were intended to make dis- 
closure items relating to directors and ° 
executive officers and legal proceed- 
ings more comparable in the various 
disclosure forms and_ regulations. 
Since that release was issued, however, 
the Commission has adopted regula- 
tion S-K.‘ Regulation S-K contains 
specific disclosure requirements to be 
used by registrants in the preparation 
of registration statements, periodic re- 
ports and proxy or information state- 
ments. The various forms under the 
acts incorporate the regulation S-K 
items by reference. 

In adopting regulation S-K, the 
Commission expressed its belief that 
compliance with the Securities Acts 
will be facilitated by the development 
of a uniform disclosure regulation. 
Further, since regulation S-K is in- 
cluded in the Code of Federal Regula- 
tions (CFR), it will be revised when 
CFR is updated to reflect any amend- 
ments adopted during the year and 
registrants will be able to obtain a cur- 
rent copy of the disclosure provisions 
more easily. Also, the Commission in 
Securities Act Release No. 5893 stated 
its intention to include other items in 
regulation S-K in connection with 
future amendments to disclosure pro- 
visions. Accordingly, rather than in- 
clude identical item requirements re- 
lating to directors and executive offi- 
cers and legal proceedings in each sep- 
arate form (as proposed in release No. 


3See report of the Advisory Committee on 
Corporate Disclosure to the Securities and 
Exchange Commission, House Conimittee 
on Interstate and Foreign Commerce, Com- 
mittee Print 95-30, 1977 at 428-32 [“Adviso- 
ry Committee Report’’]. 

*See Securities Act Release No. 5893 (De- 
cember 23, 1977) 42 FR 65554. 
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5758), the Commission has _deter- 
mined, in furtherance of its policy of 
providing more uniformity among dis- 
closure forms, to incorporate these 
items and two additional items relat- 
ing to management remuneration and 
security ownership of certain benefi- 
cial owners and management into reg- 
ulation S-K. No substantive changes 
have been made to the two additional 
items not addressed in release No. 
5758. The Commission is also incorpo- 
rating items relating to these catego- 
ries of information into regulation S- 
K to facilitate further integration of 
the securities acts.°® 

These amendments to regulation S- 
K also require technical amendments 
to forms S-1, S-11, 10, and 10-K and 
schedule 14A of regulation 14A to pro- 
vide that director and executive offi- 
cer, management remuneration, legal 
proceeding and security ownership in- 
formation shall be presented in ac- 
cordance with the appropriate provi- 
sions of the newly adopted items of 
regulation S-K. Eventually, the Com- 
mission intends to include all express 
substantive disclosure requirements 
under the securities acts in regulation 
S-K together with instructions as to 
which items shall be provided in 
annual reports, quarterly reports, 
proxy statements or registration state- 
ments covering a particular type of of- 
fering. 

The amendments to these forms and 
schedule 14A to reference a single dis- 
closure item in regulation S-K result 
in minor and insignificant amend- 
ments to the disclosure requirements 
of any particular form, but in no re- 
spect is any new information not pres- 
ently required in any disclosure form 
added. In some cases the changes 
simply add clarifying instructions. In 
others, they codify existing staff inter- 
pretations or expand the availability 
of exceptions. In view of the minor 
nature of these changes and because 
these amendments simplify the disclo- 
sure process and generally reduce the 
burden on registrants, the Commission 
believes that further notice of pro- 
posed rulemaking is not required. 

The amendments to the disclosure 
requirements of specific forms which 


5Item 6 of regulation S-K, relating to se- 
curity ownership, also reflects the commis- 
sion’s new beneficial ownership rules which 
were adopted in Securities Act Release No. 
5925 (April 21, 1978) effective May 30, 1978, 
43 FR 18484. In this regard, an instruction 
has been added to this item to clarify that 
disclosure of the type of beneficial owner- 
ship (i.e., sole or shared voting or invest- 
ment power) set forth under rule 13d-3 
under the Exchange Act (17 CFR 240.13d-3) 
is required. Also, in Securities Exchange Act 
Release No. 14970, 43 FR 31945, July 18, 
1978, the Commission proposed several sub- 
stantive amendments to old schedule 14A 
items 3 and 6. If adopted, these amend- 
ments will be made to the corresponding 
items of and instructions to regulation S-K. 
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result from the amendments to regula- 
tion S-K are discussed below. 


A. ITEM 3. DIRECTORS AND EXECUTIVE 
OFFICERS 


1. Disclosure regarding nominees for 
election as directors.—Item 3 of regu- 
lation S-K requires disclosure of cer- 
tain background information about 
persons nominated to serve on the 
board of directors of the registrant. 
This requirement is not presently 
specified in forms S-1, S-11, 10, or 10- 
K, but the information would be re- 
quired pursuant to the materiality 
standards of rule 408 (17 CFR 230.408) 
under the Securities Act or rule 12b-20 
under the Securities Exchange Act (17 
CFR 240.12b-20). ‘ 

2. Ages of directors.—Although the 
appropriate items of forms S-1, S-11, 
10 and 10-K require disclosure of the 
ages of directors and nominees, Item 6 
of schedule 14A presently does not. 
Item 3 of regulation S-K will require 
this information and thus be incorpo- 
rated by reference as part of the re- 
quirements of item 6 of schedule 14A. 

3. Certain background information 
regarding executive officers.—Current- 
ly item 11 of form 10-K prescribes the 
disclosure requirements concerning ex- 
ecutive officers of the registrant, and 
item 15 prescribes the disclosure con- 
cerning directors of the registrant. 
Item 15 is in part II of form 10-K. 
Part II may be omitted from a filing 
on that form if a definitive proxy 
statement or a definitive information 
statement which involved the election 
of directors is filed within 120 days 
after the close of the fiscal year, be- 
cause the information required by part 
II is substantially the same as that re- 
quired by schedule 14A. The item re- 
lating to executive officers is included 
in part I because, generally speaking, 
disclosure relating to executive offi- 
cers who are not directors or nominees 
for election as directors is not required 
by schedule 14A. 

Since information on both directors 
and executive officers is to be pre- 
pared in accordance with item 3 of reg- 
ulation S-K and item 15 in part II of 
form 10-K will be amended to refer- 
ence this item, a clarifying instruction 
has been added. Information on execu- 
tive officers called for by item 3 will 
not be required in proxy or informa- 
tion statements prepared pursuant, to 
schedule 14A if such information is 
furnished ina separate item, cap- 
tioned Executive Officers of the Regis- 
trant, and included in part I of form 
10-K. 


B. MANAGEMENT REMUNERATION AND 
TRANSACTIONS 


Currently forms S-1, S-11, 10 and 
10-K have separate items relating to 
“Remuneration of Directors and Offi- 
cers,” “Options to Purchase Securi- 
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ties,” and “Interest of Management 
and Others in Certain Transactions.” 
Item 4 of regulation S-K combines all 
of these categories of disclosure under 
a single caption, “Management Rem- 
nuneration and Transactions,” which 
tracks the current format of item 7 of 
schedule 14A under the Commission’s 
Proxy Rules. By separate release 
issued today (Securities Act Release 
No. 33-5950), the Commission is pro- 
posing substantive amendments to the 
disclosure requirements of new item 4. 
The adoption of item 4 is intended to 
standardize in one item existing disclo- 
sure requirements regarding manage- 
ment remuneration and transactions. 
Any further changes in these disclo- 
sure requirements may thus be effect- 
ed through the amendment of one uni- 
form item. : 

(a) Raising dollar threshold for dis- 
closure of certain types of remunera- 
tion and transactions.—Item 4 of reg- 
ulation S-K establishes $40,000 as the 
uniform threshold or floor for disclo- 
sure of salaries of individual directors 
and the three highest paid officers of 
the registrant. This has the effect of 
raising the threshold in form S-il 
which is currently $30,000, but corre- 
sponds with existing requirements in 
the other forms and schedule 14A. 
Similarly the thresholds for disclosure 
of certain transactions with manage- 
ment and certain outstanding options 
and options activity is standardized in 
regulation S-K at $40,000 rather than 
the current $30,000 threshold in forms 
S-1 and S-11. 

4. Options—(a) Options granted or 
exercised during the previous fiscal 
year.—Forms S-1, S-1l, and 10 cur- 
rently require information only with 
respect to options outstanding immedi- 
ately prior to the filing of the registra- 
tion statement. They also require a de- 
scription of the plan pursuant to 
which the options were granted. Item 
4 of regulation S-K requires disclosure 
of options granted or exercised during 
the previous fiscal year (if the total 
market value of the securities called 
for by the options granted or exercised 
exceeds $40,000) but deletes the exist- 
ing requirement to disclose the provi- 
sions of the plan. 

(b) Options relating to more than 
one class of securities.—Instruction 4 
to paragraph (d) of regulation S-K, 
item 4 requires options information to 
be given separately for each class of 
securities. There is no comparable in- 
struction in forms S-1 or S-11 under 
the Securities Act or form 10 under 
the Securities Exchange Act and 
schedule 14A. However, it is an exist- 
ing instruction to form 10-K. The in- 
struction was proposed as amendment 
to schedule 14A in release No. 5758 
and the commentators generally did 
not oppose it. 
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forms 10, 10-K and schedule 14A 
which are more precise than those in 
forms S-1 and S-11. In addition, form 
S-11 currently requires some manage- 
ment transactions information to be 
reported for a 5-year period. Instruc- 
tion 6 to item 4(f) of regulation S-K 
reduces the period covered to 3 years, 
in conformity with forms S-1 and 10. 

%. Transactions with pension 
funds.—Paragraph (g) of bir pis s- 
K item 4 requires disclosure of materi- 
al transactions of the registrant’s pen- 
sion, retirement, savings, or similar 
plans in which management has an in- 
terest. This information is not present- 
ly required ‘by forms S-1 or S-11 but is 
required ‘by forms 10 and 10-K and 
schedule 14A. 


B. DISPOSITION OF THE AMENDMENTS 
PROPOSED IN RELEASE No. 5758 


In addition to amendments to disclo- 
sure requirements resulting from in- 
corporation of disclosure requirements 
into regulation S-K, summarized 
above, the Commission has adopted 
certain of the amendments proposed 
in release No. 5758. These amend- 
ments relate to disclosure about direc- 
tors and executive officers, and legal 
proceedings. For the reasons expressed 
above, these amendments are incor- 
ported into regulation S-K. ‘These 
amendments and the disposition of 
other proposals in release No. 5758 
which are not adopted at this time are 
discussed below. 


i. Information concerning directors 
and candidates for the board 


Information concerning directors 
and nominees.—in Securities Act Re- 
tease ‘No. 5758 (November 2, 1976) ‘the 
Commission published for comment 

amendments to forms 8-1, S- 
11, 10 and 10-K and schedule 14A de- 
signed ‘to provide investors with more 
comprehensive information about the 
qualifications and affiliations of direc- 
tors who serve on the boards of public 
companies. ‘The proposals would ‘have 
required disclosure of all other direc- 
torships held by each director or, in 


of office would continue after the 
annual meeting of shareholders), on 
the board of any other company with 
a class of securities registered pursu- 
ant to section 12 of the Securities Ex- 
change Act, subject to the require- 
ments of section 15(d) of that Act, .or 
registered as an investment company 
under the Investment Company Act of 
1940 [15 U.S.C. 80a et seq.]. Disclosure 
of all committee memberships held by 
each director on the registrants board 
of directors also would have been re- 
quired.* 

A majority of commentators who re- 
sponded to the Commission’s request 
for comments in Securities Act Re- 
lease No. 5758 criticized the proposal 
to require disclosure of all director- 
ships on ‘public companies held ‘by a 
registrant's directors. It was suggested 
that the proposal would require disclo- 
sure of a substantial volume of infor- 
mation irrelevant to an assessment of 
an individual director’s qualifications 
to manage the affairs of a particular 
registrant. Furthermore, several ‘per- 
sons criticizing the proposal noted 
that are not comparable 


directorships 
since ‘the amount of time devoted or 
expertise necessary to function effec- 
tively as a director can vary greatly 
from company to company. It was also 


could result in ‘the selection of board 
nominees on the basis of other presti- 
gious directorships held, and the :adop- 
tion of such ‘a requirement might dis- 
courage some persons from accepting 
directorships on the boards of public 
companies. 

in Securities Exchange Act Release 
No. 13482 (April 28, 1977), 42 FR 23901 
(May 11, 1977) the Commission an- 
nounced jits intention toe conduct a 
broad reexamination of its rules relat- 
ing to shareholder communications, 
shareholder participation in the corpo- 
rate electoral process and corporate 
governance generally. The release ‘so- 
licited written comments on a number 
of questions, including whether addi- 


*The subject of disclosure of committee 
assignments ‘was explored in depth as part 
of the Commission's reexamination of rules 
relating to shareholder communications, 
shareholder participation in the corporate 
electoral process and corporate governance 
generally. See, Securities Exchange Act Re- 
lease Nos. 13482 and 13901 (April 28 and 
August 29, 1977). As a result of that pro- 
ceeding, the Commission published for com- 
ment a proposed amendment to schedule 
14A to require disclosure of information re- 
lating ‘to the existence, composition, fre- 
quency of meetings of issuers’ audit nomi- 
nating and compensation : ittees. See, 
Securities Exchange Act Release No. 14790 
(July 18, 1978) 43 FR 31945. ‘That proposal 
supersedes the proposal relating ‘to commit- 
tee memberships described herein. 


tional disclosure relevant to an assess- 
ment of the quality and integrity of 
management should be included iin 
corporate proxy statements. Subse- 
quently, the Commission published a 
second release@ «announcing the 
schedule for public ‘hearings and ‘set- 
ting forth a restatement of ‘the issues 
to be considered ‘based on the public 
comments which had been received. In 


tain other board meniberships and 
outside activities of nominees would 
reflect potential conflicts of interest 
or give any indication of ‘the tie availa- 
ble for ‘services ‘to the issuer. 

Im responding to this question a 


outside activities would not give any 
meaningful indication of the time that 
person would have available to devote 
to the affairs of the issuer. Several 
commentators, however, expressed the 
view that disclosure of other board 
memberships, would ‘be indicative of 
potential conflicts of imterest. In addi- 
tion, some commentators suggested 
that identification in the proxy state- 
ment of other corporations on which 
nominees ‘serve ‘as directors would, to 
some extent, help shareholders assess 
their nant memangesse ‘to serve the issuer. 


ships held is useful to investors and 
shareholders in assessing the quailifi- 
cations, business experience, and ‘po- 
tential conflicts of interest of persons 
who serve on the boards of public com- 
panies. For this reason the Commis- 
sion has determined to adopt ‘the 
amendments requiring disclosure of all 
other directorships.in ‘the form ‘pro- 
posed in Securities Act Release No. 
5758 (November 2, 1976). ‘This disclo- 
sure requirment has ‘been incorporated 
in item 3 of regulation S-K. 

a. Events material to the integrity 
and background of management—(1) 
Summary of proposals.—in release No. 
5758 the Commission made ‘several 
proposals to amend the existing re- 
quirements for disclosure about the 
background of officers and directors 
material to an evaluation of manage- 
ment. It proposed substantive amend- 
ments to provide additional informa- 
tion about litigation in which officers 
and directors had been involved. It 
proposed to limit the period of time 
covered by these disclosure require- 
ments te the 5 years prior to filing, 
rather tthan ithe existing 10-year re- 
quirement. Finally, it proposed ‘to re- 
quire this information in proxy state- 


Securities Exchange Act Release No. 
13901 (Ang. 29, 1977), 42 PR 44860 <Sept. ‘7, 
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ments, and registration statements on 
form S-11, in addition to forms S-1, 
10, and 10-K. 

The substantive proposals would re- 
quire information about injunctions 
prohibiting directors and officers from 
engaging in any type of business in- 
cluding: (i) Injunctions prohibiting 
specified persons from engaging in any 
type of business practice; (ii) injunc- 
tions prohibiting specified persons 
from future violations of Federal or 
State securities laws; and (iii) civil ac- 
tions in which specified persons were 
found to have violated any Federal or 
State securities laws. The Commission 
also proposed amendments to require 
disclosure of not only any court order, 
judgment, or decree enjoining such 
persons from acting in certain capaci- 
ties (e.g., as an investment advisor, or 
as an underwriter) but also to require 
disclosure of any such order, judg- 
ment, or decree restricting such activi- 
ties. * 

(2) Nature of comments.—The com- 
mentators generally approved the re- 
duction of the 10-year period for 
which reporting of events in manage- 
ment background is required, al- 
though they suggested that the 
amendments make clear when the 5- 
year period would begin to run. 

The proposals to expand the catego- 
ries of background events, however, 
were generally criticized by the com- 
mentators. The _ criticisms were 
couched. largely in general terms 
which questioned the materiality or 
usefulness of the information to inves- 
tors particularly in view of the possi- 
bility that the disclosure could be 
quite lengthy. A number of commenta- 
tors questioned the fairness of the 
proposed disclosures in view of the 
pej- orative connotations which attach 
to violations of laws. This was viewed 
as being particularly unfair in those 
cases when the individual concerning 
whom the disclosure is made had no 
significant responsibility for the event 
being reported. For example, it was 
suggested that it was unfair to require 
disclosure of past association with a 
firm which has filed a petition under 
the bankruptcy laws, because an offi- 
cer or director might have been hired 
at a late date to try to solve the corpo- 
ration’s problems or may have been af- 
filiated with a profitable division. 
Commentators suggested revision of 
the proposals to require disclosure 
only in those cases in which the speci- 
fied person was a named party in the 
action. Several commentators also 
questioned the fairness to the individ- 
uals concerned of existing require- 
ments to disclose pending criminal 
proceedings. It was suggested that it is 
unfair to require disclosure of a pend- 
ing criminal proceeding because that 
represents a guilty-until-proven-inno- 
cent approach on the Commission’s 
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part. Several commentators suggested 
that only criminal p relat- 
ing to fraud or the conduct of business 
should be required to be disclosed. 

Commentators also criticized the 
proposed amendments which would re- 
quire disclosure of consent orders or 
settlements, arguing that such disclo- 
sure might discourage settlement of 
cases; that it would be unfair for set- 
tlement of cases to be subjected to the 
unforeseen, retroactive collateral con- 
sequences of such disclosure; and that 
it would be unfair to stigmatize an in- 
dividual where there have been no 
findings of fact about his conduct. 

Several commentators criticized the 
proposed requirement that registrants 
describe any orders, judgments, or de- 
crees enjoining an officer or director 
from “engaging in any type of busi- 
ness practice” because that phrase was 
undefined and because many injunc- 
tions relate to business matters which 
do not reflect on an individual’s integ- 
rity. 

(3) Commission action.—The Com- 
mission believes that information re- 
flecting on the integrity of manage- 
ment is material to investment and 
corporate suffrage decisionmaking. 
The Commission believes that an eval- 
uation of management is an important 
part of those decisionmaking process- 
es.7 Because information reflecting on 
management ability and integrity is, in 
part, subjective, it is difficult to articu- 
late a meaningful, well-functioning ob- 
jective disclosure requirement which 
will elicit it. The Commission believes 
that the categories of information 
about officers’ and directors’ involve- 
ment in litigation proposed in release 
5758 are material to investors. They 
represent factual indicia of past man- 
agement performance in areas of in- 
vestor concern. Bankruptcy, injunc- 
tions (whether litigated or entered 
into by consent), and violations of the 
securities laws reflect on manage- 


- ment’s competence and integrity. Fur- 


thermore, it appears to the Commis- 
sion that many of the concerns ex- 
pressed by the commentators may be 
alleviated by explanation. Registrants 


- See SEC v. Jos. Schlitz Brewing Co. [ED 
Wis, No. 77-C-497 June 7, 1978], CCH Fed. 
Sec. L. Reg. 196,464 (current binder]; Advi- 
sory Committee Report at 269-304, where it 
is reported that 54 percent of the respon- 
dents in its survey of individual investors 
identify information reflecting on the qual- 
ity of management as extremely useful. 
Thirty-three percent indicated that such in- 
formation was relatively inaccessible. The 
Advisory Committee reports that financial 
analysts also identify the information as im- 
portant to their evaluation of the company 
as an investment opportunity. See also, Se- 
curities and Exchange Commission, ‘Report 
on Questionable and Illegal Corporate Pay- 
ments and Practices,” submitted to the 
Senate Banking, Housing, and Urban Af- 
fairs Committee, May 12, 1976, at 19-20, 
Wheat Report at 93-95. 
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are permitted to explain any mitigat- 
ing circumstances surrounding consent 
orders, decrees, or reflecting judg- 
ments or to explain why inferences 
should not be drawn from prior affili- 
ations with a business association 
which has filed under the bankruptcy 
statute.® 

For these reasons the Commission 
has determined to adopt the substance 
of the proposals to require disclosure 


-of the three additional categories of 


events. This requirement has been in- 
corporated in item 3 of regulation S- 
K. Also, the period of time for which 
events must be reported has been re- 
duced from 10 to 5 years. It should be 
noted, however, that the 5-year period 
is a guide to disclosure and that events 
occurring outside this period may be 
material and should be disclosed. 

Certain revisions have been made to 
the requirements incorporated in item 
3 in response to comments received on 
the amendments proposed in release 
No. 5758. 

(i) Item 3 makes it clear that disclo- 
sure of criminal convictions, criminal 
proceedings, orders, judgments, etc. is 
required only where the executive offi- 
cer, director, or nominee for election 
as a director is a named party in the 
legal proceeding. 

(ii) Item 3 specifically provides that 
the 5-year period begins to run on the 
date when the final order, judgment, 
or decree was entered, and with re- 
spect to bankruptcy petitions, the date 
of filing for uncontested petitions or 
the date upon which approval of a 
contested petition became final, or the 
date on which any rights or appeal 
from preliminary orders, judgments, 
or decrees have lapsed. 

diii) An instruction to item 3 indi- 
cates that the registrant is permitted 
to explain any mitigating circum- 
stances surrounding consent: orders, 
decrees, judgments, or petitions filed 
under the bankruptcy act. 

b. Disclosure about significant per- 
sons who are not officers or direc- 
tors.—The Commission in release No. 
5758 proposed an amendment to the 
instructions to item 16 of form S-1, 
item 19 of form S-11 and item 6 of 
form 10 which define “executive offi- 
cer” to require that the specified iden- 
tity and background information also 
be disclosed about persons employed 
by the registrant who are not execu- 
tive officers but who make or are ex- 
pected to make significant contribu- 
tions to the business of the registrant. 
The requirement for disclosure of this 
information would have been accom- 
plished by deletion of an existing ex- 
ception in form S-1 for reporting com- 
panies and section 12(g)(2G) insur- 
ance companies. 

This proposal was criticized because 
it would have eliminated the exemp- 


®See Wheat Report at 94. 
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t remuneration— 
regulation S-K item 4.*°—Item 17 of 


‘8 Although the substance of this proposal 


amendment ‘to old item 6(a6) of schedule 
14A which relates in part to the definition 


stantive amendments will ‘be included in 
item 4 of regulation ‘S-K. The amendments 
adopted : ‘ 


in the regulation. The interpretations set 
forth in ‘Securities Exchange Act release 
Nos. 5856 (Aug. 18, 1977) 42 FR 43058 and 
5904 (Feb. 6, 1978) 43 FR 6060, relating ‘to 
management ‘perquisites are applicable to 
item 4 of regulation S-K. Moreover, release 
67658 raised a number of other issues related 


comment .on the need for and possible con- 
tent of additional disclosure requirements 
relating to ‘management compensation 
plans. Comments were also invited on the 
need for and possible format of additional 
disclosures concerning certain transactions 
involving ‘the issuer and its subsidiaries and 
as to whether the current exception from 
disclosure of transactions with management 
where the interest of specified .persons is 
solely ‘that of a director of another corpora- 
tion which is a party to the ‘transaction, 
Where ‘the ‘transaction involves services as a 
barik Gepositary of funds, ‘transfer agent, 

it, trustee under a trust indenture, 
or similar services, or where ‘the transaction 
involves @ ‘loan and the issuer for any of ‘its 
subsidiaries as primarily engaged in the 
business of lending should be deleted. These 
matters and the comments received thereon 
are being considered in the context of ‘the 


RULES AND REGULATIONS 


form S-1, item 20 of form S-11, item 7 
of form 10, item 16 of form 10-K and 
item 7 of schedule 14A require disclo- 
sure in such forms “as to all direct re- 
muneration paid by the registrant and 
its subsidiaries during the registrant's 


ates. If it had been adopted, this 
amendment would have resulted in 
disclosure about remuneration paid 
not ony by a registrant and/or its:sub- 
sidiaries, but also its parents, control 
persons, and other affiliates of the 
registrants. 


Commentators indicated -that in 


their views the proposal was overbroad 


and confusing because of 
over the definition of affiliate, and 


meritators suggested that if the pur- 
pose of the proposal is to provide com- 
parative remuneration information, or 
indicate other demands on time, remu- 
neration received from nonaffiliated 
persons would also be relevant. They 
also suggested that this kind of infor- 
mation already should ‘be reported 
under the requirement ‘to disclose ‘the 
interest.of management persons ‘in cer- 
tain transacti 


4 ons. 

The ‘proposal also was criticized as 
raising problems concerning remu- 
neration paid by affiliates to officers 
and directors of registrants with ‘for- 
eign ‘affiliates ‘because such informa- 
tion is not presently required to be 're- 
ported in foreign countries. Others ‘in- 
dicated that mutual funds would be ‘re- 
quired to report remuneration ‘paid ‘by 
a ‘mutual fund's investment adviser ‘to 

its directors and officers and that this 
might ‘be misleading because of ‘the 
unique relationship between the fund 
and its adviser. 

In view of these comments and ‘be- 
cause the issue of disclosure of man- 
agement remuneration is one ‘that is 
currently under review by the Com- 
mission, ‘the Commission has deter- 
mined not to adopt this amendment. 

The Commission also proposed to 
amend item 7 of schedule 14A to re- 
quire that if any part of the remunera- 
tion paid to officers and directors was 
paid pursuant to a material bonus or 
profitsharing plan, ‘the plan and the 
basis upon which officers and direc- 
tors participate should be described 
briefly, and ‘to require information re- 
garding options to be given for each 
Class of securities to which the options 

No comments were received on the 
proposal relating to options and iit is 


Commiission’s review .of the substantive re- 
disclosure 


muneration requirements. Ac- 
— the. proposals are ‘being with- 
wn. 


adopted and incorporated into regula- 
tion S-K item 4 “Management remu- 
neration.” There was some criticism of 
the proposed requirement relating ‘to 
bonus or profitsharing plans. It was 
suggested that “brief” ~ descriptions 
could be subject to allegations of jin- 
completeness ‘and that such disclo- 
sures detracted from what sharehold- 
ers were being asked to vote on. How- 
ever, the ‘Commission ‘believes that a 


cordingly, it has determined to adopt 
this proposal and incorporate it in 
item 4.of regulation S-K. 

(4) Pending legal proceedings—new 
regulation S-K item 5—(a) Summary 
of proposals.—iIn release No. 5758 the 
Commission propesed amendments ito 
the items of various forms requixing 
disclosure of material pending legal 
proceedings [item 12 of form.S-1, item 
16 of form S-11; item 10 of ferm 40, 
item 5 of form 10-K, item 1(a) of part 
Il .of form 10-Q] which would conform 
the language in all applicable forms 
but would mot impose any new sub- 
stantive disclosure requirements as in- 
dicated above. These proposals have 
been adopted and incorporated in item 
5 of regulation.S-K. 

<b) Comments:.—The commentators 
did raise several issues with ‘respect to 
the consequences these conforming 
amendments would have with respect 
to quarterly reporting on form 10-Q. 
First, they suggested that ito require 
disclosure of all pending lawsuits each 
quarter would wesult in duplicative re- 

‘ commentators 


to be contemplated by government au- 
thorities in quarterly reports. The 
commentators asserted that this pro- 
posal would increase costs and risks of 
error ibecause companies would be re- 
quired to determine on a more or Jess 
continuous basis what the government 
was contemplating. 

«<c) Commission response.—In re- 
sponse to the first criticism the Com- 
item 1(a) of part II of form 10-Q ite 
provide that :a pending legal proceed- 
ing need only be reported in the 10-Q 
forthe quarter in which it first be- 
comes a reportable event and ‘in subse- 
quent quarters in which there have 
been material developments. The ‘in- 
struction also provides that subse- 
quent 10-Q filings in the same fiscal 
year shall contain a reference to previ- 
ous form 10-Q's in which pending 
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terminated during the period covered 
by the report. This together with a 
discussion of all pending proceedings 
in each form 10-K should assure ade- 
quate reporting of pending litigation 
and at the same time minimize any du- 
plicative reporting. 

The Commission carefully consid- 
ered the second criticism and has de- 
termined to retain the requirement to 
disclose any “proceeding known to be 
contemplated by governmental au- 
thorities” and incorporate it into regu- 
lation S-K. The Commission believes 
that the commentators who criticized 
this language failed to recognize that 
only “material” proceedings “known” 
by the registrant to be contemplated 
need be reported. It appears to the 
Commission that these qualifications 
sufficiently assure the reasonableness 
of the requirement. 

(d) Disposition of Other Legal Pro- 
ceedings Proposals.—The Commission 
also proposed in release No. 5758 to 
amend item 7 of schedule 14A to add a 
new item 7(h). That item would re- 
quire a brief description of any materi- 

. al pending legal proceedings in which 
any director, officer, or affiliate of the 
issuer, any nominee for election as di- 
rector, any person owning more than 
10 percent of the issuer’s outstanding 
voting securities, or any associate of 
such person is a party adverse to the 
registrant or any of its subsidiaries. 
The substance of this proposal has 
been adopted arid incorporated into 
item 5 of regulation S-K, with a re- 
vised 5-percent-ownership figure to re- 
flect the current beneficial ownership 
reporting requirements in the forms. 

The Commission invited public com- 
ment as to whether it would be appro- 
priate in the public interest or for the 
protection of investors to provide an 
exemption from the proposed item 
"(h) for disclosure relating to civil ac- 
tions brought in connection with 
proxy contests against issuers or nomi- 
nees for election as directors and, if so, 
under what conditions. Some commen- 
tators who addressed this issue fa- 
vored an exemption for litigation aris- 
ing out of proxy contests. Others fa- 
vored disclosure only of material or 
nonfrivolous litigation. The Commis- 
sion has determined not to add an in- 
struction exempting litigation arising 
out of proxy contests, because it be- 
lieves the materiality standard suffi- 
ciently distinguishes the type of litiga- 
tion which is required to be disclosed. 
In addition, in Securities Exchange 
Act release No. 14970, 43 FR 31945, 
the Commission proposed an amend- 
ment to former item 3(b)(6) of regula- 
tion 14A, which calls for a description 
of election contest settlements." If 
adopted, this provision will be made 
applicable to proxy and information 


“Securities Exchange Act release No. 
14970, 43 FR 31945, July 18, 1978. 


statements through appropriate 
instructions in regulation S-K and 
possibly incorporated into the regula- 
tion so as to require this information 
in all documents that reference the 
regulation. 


D. CERTAIN FINDINGS 


As required by section 23(a)(2) of 
the Exchange Act, the Commission 
has specifically considered the impact 
which the amendments | adopted 
herein would have on competition and 
has concluded that they impose no sig- 
nificant burden on competition. In any 
event, the Commission has determined 
that any possible burden will be 
outweighed by, and is necessary and 
appropriate to achieve, the benefits of 
these amendments to investors and 
registrants. 


E. EFFECTIVE DATE 


These amendments are effective for 
documents filed with the Commission 
after September 30, 1978. 


F. AMENDMENTS (REGULATIONS S-K) 


PART 229—STANDARD INSTRUC- 
TIONS FOR FILING FORMS UNDER 
SECURITIES ACT OF 1933 AND SE- 
CURITIES EXCHANGE ACT OF 1934 


1. § 229.20 is amended by adding four 
additional items as set forth below: ~ 


§ 229.20 Information required in docu- 
ment. 


cd s o s ~ 
§ 229.20.3 Item 3. Directors and execu- 
tive officers. 


(a) Identification of directors. List 
the names and ages of all directors of 
the registrant, and all persons nomi- 
nated or chosen to become directors; 
indicate all positions and offices with 
the registrant held by each such 
person; state his term of office as di- 
rector and any period(s) during which 
he has served as such; briefly describe 
any arrangement or understanding be- 
tween him and any other person or 
persons (naming such person(s)) pur- 
suant to which he was or is to be se- 
lected as a director or nominee. 


Instructions. 1. Do not include arrange- 
ments or understandings with directors or 
officers of the registrant acting solely in 
their capacities as such. 

2. No nominee or person chosen to become 
a director who has not consented to act as 
such should be named in response to this 
item. In this regard, with respect to proxy 
statements, see Rule 14a-4(d). 

3. If the information called for by item 
3(a) is being presented in a proxy or infor- 
mation statement, no information need be 
given respecting any director whose term of 
office as a director will not continue after 
the meeting to which the statement relates. 
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4. With regard to proxy statements in con- 
nection with action to be taken concerning 
the election of directors, if fewer nominees 
are named than the number fixed by or pur- 
suant to the governing instruments, state 
the reasons for this procedure and that the 
proxies cannot be voted for a greater 
number of persons than the number of 
nominees named. 

5. With regard to proxy statements in con- 
nection with action to be taken concerning 
the election of directors, if the solicitation is 
made by persons other than management, 
information should be given as to nominees 
of the persons making the solicitation. In all 
other instances, information should be 
given as to directors and persons nominated 
for election or chosen by management to 
become directors. 


(b) Identification of executive offi- 
cers. List the names and ages of all ex- 
ecutive officers of the registrant and 
all persons chosen to become executive 
officers; indicate all positions and of- 
fices with the registrant held by each 
such person; state his term of office as 
officer and the period during which he 
has served as such and briefly describe 
any arrangement or understanding be- 
tween him and any other person pur- 
suant to which he was selected as an 
officer. 


Instructions. 1. Do not include arrange- 
ments or understandings with directors or 


officers of the registrant acting solely in 
their capacities as such. 

2. No person chosen to become an execu- 
tive officer who has not consented to act as 
such should be named in response to this 
item. 

3. The term “executive officer” means the 
president, secretary, treasurer, any vice 
president in charge of a principal business 
function (such as sales, administration, or 
finance) and any other person who per- 
forms similar policy making functions for 
the registrant. 

4. The information regarding executive of- 
ficers called for by item 3 need not be fur- 
nished in proxy or information statements 
prepared in accordance with schedule 14A 
by those registrants relying on general in- 
struction H of form 10-K, provided that 
such information is furnished in a separate 
item captioned Executive officers of the reg- 
istrant, and included in part I of the regis- 
trant’s annual report on form 10-K. 


(c) Identification of certain signifi- 
cant employees. Where the registrant 
employs persons such as production 
managers, sales managers, or research 
scientists, who are not executive offi- 
cers, but who make or are expected to 
make significant contributions to the 
business of the registrant, such per- 
sons should be identified and their 
background disclosed to the same 
extent as in the case of executive offi- 
cers. Such disclosure need not be made 
if the registrant was subject to section 
13(a) or 15(¢d) of the Exchange Act, or 
was exempt from section 13(a) by sec- 
tion 12(g)(2G) of that Act, immedi- 
ately prior to the filing of the registra- 
tion statement, report, or statement to 
which this paragraph is applicable. 


FEDERAL REGISTER, VOL. 43, NO. 150—THURSDAY, AUGUST 3, 1978 





34408 


(d) Family relationships. State the 
nature of any family relationship be- 
tween any director, executive officer, 
or person nominated or chosen by the 
registrant to become a director or ex- 
ecutive officer. 


Instruction. The term “family relation- 
ship” means any relationship by blood, mar- 
riage, or adoption, not more remote than 
first cousin. 


(e) Business experience. (1) Given a 
brief account of the business experi- 
ence during the past five years of each 
director, person nominated or chosen 
to become a director or executive offi- 
cer, and each person named in answer 
to paragraph (c), including his princi- 
pal occupations and employment 
during that period and the name and 
principal business of any corporation 
or other organization in which such 
occupations and employment were car- 
ried on. When an executive officer or 
person named in response to para- 
graph (c) has been employed by the 
registrant or a subsidiary of the regis- 
trant for less than five years, a brief 
explanation should be included as to 
the nature of the responsibilities un- 
dertaken by the individual in prior po- 
sitions to provide adequate disclosure 
of his prior business experience. What 
is required is information relating to 
the level of his professional compe- 
tence which may include, depending 
upon the circumstances, such specific 
information as the size of the oper- 
ation supervised. 

(2) Directorships. Indicate any other 
directorships held by each director or 
person nominated or chosen to become 
a director in any company with a class 
of securities registered pursuant to 
section 12 of the Exchange Act or sub- 
ject to the requirements of section 
15(d) of that Act or any company reg- 
istered as an investment company 
under the Investment Company Act of 
1940, naming such company. 

(f) Involvement in certain legal pro- 
ceedings. Describe any of the follow- 
ing events which occurred during the 
past five years and which are material 
to an evaluation of the ability or integ- 
rity of any director, person nominated 
to become a director or executive offi- 
cer of the registrant: 

(1) A petition under the Bankruptcy 
Act or any State insolvency law was 
filed by or against, or a receiver, fiscal 
agent or similar officer was appointed 
by a court for the business or property 
of such person, or any partnership in 
which he was a general partner at or 
within 2 years before the time of such 
filing, or any corporation or business 
association of which he was an execu- 
tive officer at or within two years 
before the time of such filing; 

(2) Such person was convicted in a 
criminal proceeding or is a named sub- 
ject of a pending criminal proceeding 
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(excluding traffic violatons and other 
minor offenses); 


(3) Such person was the subject of 
any order, judgment, or decree, not 
subsequently reversed, suspended or 
vacated, of any court of competent ju- 
risdiction permanently or temporarily 
enjoining him from, or otherwise 
limiting the following activities: 


(i) Acting as an investment adviser, 
underwriter, broker, or dealer in secu- 
rities, or as an affiliated person, direc- 
tor or employee of any investment 
company, bank, savings and loan asso- 
ciation, or insurance company, or en- 
gaging in or continuing any conduct or 
practice in connection with such activ- 
ity; ; 

(ii) Engaging in any type of business 
practice; or 


(iii) Engaging in any activity in con- 
nection with the purchase or sale of 
any security or in connection with any 
violation of Federal or State securities 
laws. 


(4) Such person was the subject of 
any order, judgment or decree, not 
subsequently reversed, suspended or 
vacated, of any Federal or State au- 
thority barring, suspending or other- 
wise limiting for more than 60 days 
the right of such person to engage in 
any activity described in paragraph 
({)(3), of this section or to be associat- 
ed with persons engaged in any such 
activity. 


(5) Such person was found by a 
court of competent jurisdiction in a 
civil action or by the Commission to 
have violated any Federal or State se- 
curities law, and the judgment in such 
civil action or finding by the Commis- 
sion has not been subsequently re- 
versed, suspended, or vacated. 


Instructions. 1. For purposes of comput- 
ing the 5-year period referred to in this 
paragraph, the date of a reportable event 
shall be deemed the date on which the final 
order, judgment, or decree was entered, or 


the date on which any rights of appeal from 
preliminary orders, judgments, or decrees 
have lapsed. With respect to bankruptcy pe- 
titions, the computation date shall be the 
date of filing for uncontested petitions or 
the date upon which approval of a contested 
petition became final. 


2. If any event specified in this subpara- 
graph (f) has occurred and information in 
regard thereto is omitted on the ground 
that it is not material, the registrant may 
furnish to the Commission, at time of filing 
(or at the. time preliminary materials are 
filed pursuant to rules 14a-6 or 14c-5 under 
the Securities Exchange Act of 1934), as 
supplemental information and not as part. 
of the registration statement, report, or 
proxy or information statement materials to 
which the omission relates, a description of 
the event and a statement of the reasons for 
the omission of information in regard there- 
to. 


3. The registrant is permitted to explain 
any mitigating circumstances associated 
with events reported pursuant to this para- 
graph. 


4. If the information called for by item 
3(f) is being presented in a proxy or infor- 
mation statement, no information need be 
given respecting any director whose term of 
office as a director will not continue after 
the meeting to which the statement relates. 


§ 229.20.4 Item 4. Management remunera- 
tion and transactions. 


(a) Direct Remuneration. Furnish 
the following information in substan- 
tially the tabular form indicated below 
as to all direct. remuneration paid by 
the registrant and its subsidiaries 
during the registrant’s last fiscal year 
to the following persons for services in 
all capacities: 

(1) Each director of the registrant 
whose aggregate direct remuneration 
exceeded $40,000 and each of the 
three highest paid officers of the reg- 
istrant whose aggregate direct remu- 
neration exceeded that amount, 
naming each such director and officer. 


(2) All directors and officers of the 
registrant as a group, stating the 
number of persons in the group with- 


out naming them. 





(A) 
Name of individual or number of 


Persons in group (specify that the Capacities in which remuneration 
was received 


named persons are included in the 
group) 


(B) 


(Cc) 


Aggregate direct remuneration 





Instructions. 1. Paragraph (a)(1) of this 
item does not apply to any person who was 
not named as a director or officer of the 
registrant in answer to item 7 of form 10 in 
the first registration statement filed on that 
form for the registration of a class of securi- 
ties pursuant to section 12 of the act, pro- 
vided (i) such person has not been a director 
or officer of the registrant since the filing 
of such statement, and (ii) the same infor- 
mation is not otherwise required to be dis- 


closed in material filed with the Commis- 
sion. 

2. Except as provided in instruction 1, this 
item applies to any person who was a direc- 
tor or officer of the registrant at any time 
during the period specified. However, infor- 
mation need not be given for any portion of 
the period during which such person was 
not a director or officer of the registrant. 

' 3. The information is to be given on an ac- 
crual basis if practicable. The tables re- 
quired by this paragraph (a) and paragraph 
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(b) of this section may be combined if the 
registrant so desires. 

4. Do not include remuneration paid to a 
partnership to which any director or officer 
was a partner, but see paragraph (f) of this 
section. 

5. If any part of the remuneration shown 
in response to this item was paid pursuant 
to a material bonus or profit-sharing plan, 
briefly describe the plan and the basis upon 
which directors or officers participate there- 
in. See Instruction 1 to paragraph (b) for 
the meaning of the term “plan.” 

6. If the registrant has not completed a 
full fiscal year since its organization or if it 
acquired or is about to acquire the majority 
of its assets from a predécessor within the 
current fiscal year, the information shall be 
given for the current fiscal year, estimating 
future payments, if necessary. To the extent 
that such remuneration is to be computed 


upon the basis of a percentage of profits, it . 


will suffice to state such percentage without 
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estimating the amount of such profits to be 
paid. 


(b) Annuity, pension, or retirement 
benefits. Furnish the following infor- 
mation in substantially the tabular 
form indicated as to all annuity, pen- 
sion or retirement benefits proposed 
to be paid to the following persons in 
the event of retirement at normal re- 
tirement date pursuant to any existing 
plan provided or contributed to by the 
registrant or any of its subsidiaries: 

(1) Each director or officer named in 
answer to paragraph (a)(1), naming 
each such person. 

(2) All directors and officers of the 
registrant who are eligible for such 
benefits, as a group, stating the 
number of persons in the group with- 
out naming them. 





(A) 


(B) 


(Cc) 


Name of individual or number of Amount set aside or accrued during Estimated annual benefits upon 


persons in group 


registrant’s last fiscal year 


retirement 





Instructions. 1. The term “plan” in this 
paragraph and in paragraph (c) includes all 
plans, contracts, authorizations or arrange- 
ments, whether or not set forth in any 
formal document. 

2. Column (B) need not be answered with 
respect to payments computed on an actuar- 
ial basis under any plan which provides for 
fixed benefits in the event of retirement at 
a specified age or after a specified number 
of years of service. In such case, columns 
(A) and (C) need not be answered with re- 
spect to directors and officers as a group. - 

#8. The information called for by column 
(C) may be given in the form of a table 
showing the annual benefits payable upon 
retirement to persons in specified salary 
classifications. 

4. In the case of any plan (other than 
those specified in instruction 2) where the 
amount set aside each year depends upon 
the amount of earnings of the registrant or 
its subsidiaries for such year or a prior year, 
or where it is ctherwise impracticable to 
state the estimated benefits upon retire- 


ment, there shall be set forth, in lieu of the © 


information called for by column (C), the 
aggregate amount set aside or accrued to 
date, unless it is impracticable to do so, in 
which case there sk:atl be stated the method 
of computing such benefits. 


(c) Future remuneration. Describe 
briefly all remuneration payments 
(other than paymenis reported under 
par. (a) or (b) of this item) preposed to 
be made in the future, directly or indi- 
rectly, by the registrant or any of its 
subsidiaries pursuant to any existing 
plan or arrangement to (1) each direc- 
tor or officer named in answer to para- 
graph (a)(1), naming each such 
person, and (2) all directors and offi- 
cers of the registrant as a group, with- 
out naming them. 


Instruction. Information need not be in- 
cluded as to payments to be made for, or 


benefits to be received from, group life or 
accident insurance, group hospitalization or 
similar group payments or benefits. If it is 
impracticable to state the amount of remu- 
neration payments proposed to be made, the 
aggregate amount set aside or accrued to 
date in respect of such payments shall be 
stated, together with an explanation of the 
basis for future payments. 


(d) Options, warrants, or rights. Fur- 
nish the following information as to 
all options to purchase any securities 
from the registrant or any of its sub- 
sidiaries which were granted to or ex- 
ercised by the following persons since 
the beginning of the registrant’s last 
fiscal year, and as to all options held 
by such persons as of the latest practi- 
cable date: (i) each director or officer 
named in answer to paragraph (a)(1), 
naming each such person; and (ii) all 
directors and officers of the registrant 
as a group, without naming them; 


(1) As to options granted during the 
period specified, state (i) the title and 
aggregate amount of securities called 
for; (ii) the average option price per 
share; and (iii) if the option price was 
less than 100 percent of the market 
value of the security on the date of 
grant, such fact and the market price 
on such date shall be disclosed. 


(2) As to options exercised during 
the period specified, state (i) the title 
and aggregate amount of securities 
purchased; (ii) the aggregate purchase 
price; and (iii) the aggregate market 
value of the securities purchased on 
the date of purchase. 


(3) As to all unexercised options held 
as of the latest practicable date (state 
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date), regardless of when such options 
were granted, state (i) the title and ag- 
gregate amount of securities called 
for, and (ii) the average option price 
per share. 


Instructions. 1; The term “options” as 
used in this paragraph (d) includes all op- 
tions, warrants, or rights, other than those 
issued to security holders as such on a pro 
rata basis. Where the average option price 
per share is called for, the weighted average 
price per share shall be given. 

2. The extension, regranting, or material 
amendment of options shall be deemed the 
granting of options within the meaning of 
this paragraph. 

3. (i) Where the total market value on the 
granting dates of the securities called for by 
all options granted during the period speci- 
fied does not exceed $10,000 for any officer 
or director named in answer to paragraph 
(a)(1), or $40,000 for all officers and direc- 
tors as a group, this item need not be an- 
swered with respect to options granted to 
such person or group. 

(ii) Where the total market value on the 
dates of purchases of all securities pur- 
chased through the exercise of options 
during the period specified does not exceed 
$10,000 for any such period or $40,000 for 
such group, this item need not be answered 
with respect to options exercised by such 
person or group. 

(iii) Where the total market value as of 
the latest practicable date of the securities 
called for by all options held at such time 
does not exceed $10,000 for any such person 
or $40,000 for such group, this item need 
not be answered with respect to options 
held as of the specified date by such person 
or group. 

4. If the options relate to more than one 
class of securities the information shall be 
given separately for each such class. 

5. The information called for by this para- 
graph may be furnished in the form of the 
table set forth in appendix A to schedule 
14A wherever it is required. 

6. If the information called for by item 
4(d)(3) is being presented in a registration 
statement filed pursuant to the Securities 
Act of 1933, the information required by 
that subparagraph shall be reported for all 
options outstanding (regardless of who 
holds them) as of a pericd 30 days prior to 
the date of filing of the registration state- 
ment. Instructions 1 through 5 do apply. 


(e) Indebtedness of management. 
State as te each of the following per- 
sons who was indebted to the regis- 
trant or its subsidiaries at any time 
since the beginning of the last fiscal 
year of the registrant, (i) the largest 
aggregate amount of indebtedness out- 
standing at any time during such 
period, (ii) the nature of the indebted- 
ness and of the transaction in which it 
was incurred, (iii) the amount thereof 
outstanding as of the latest practica- 
ble date, and (iv) the rate of interest 
paid or charged thereon: 

(1) Each director or officer of the 
registrant; 

(2) Each nominee for election as a 
director; and 
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(3) Each associate of any such direc- 
tor, officer or nominee. 


Instructions. 1. Include the name of each 
person whose indebtedness is described and 
the nature of the relationship by reason of 
which the information is: required to be 
given. 

2. This paragraph does not apply to any 
person whose aggregate indebtedness did 
not exceed $10,000 or 1 percent of the regis- 
trant’s total assets, whichever is less, at any 
time during the period specified. Exclude in 
the determination of the amount of indebt- 
edness all amounts due from the particular 
person for purchases subject to usual trade 
terms, for ordinary travel and expense ad- 
vances and for other transactions in the or- 
dinary course of business. 

3. Notwithstanding instruction 2, if the 
registrant or any of its subsidiaries is en- 
gaged primarily in the business of making 
loans and loans to any of the specified per- 
sons in excess of $10,000 or 1 percent of its 
total assets, whichever is less, were out- 
standing at any time during the period spec- 
ified, such loans shall be disclosed. However, 
if the lender is a bank, such disclosure may 
consist of a statement, if such is the case, 
that the loans to such persons (i) were made 
in the ordinary course of business, (ii) were 
made on substantially the same terms, in- 
cluding interest rates and collateral, as 
those prevailing at the time\for comparable 
transactions with other persons, and (iii) did 
not involve more than normal risk of collec- 
tibility or present other unfavorable fea- 
tures. 

4. If any indebtedness required to be de- 
scribed arose under section 16(b) of the act 
and has not been discharged by payment, 
state the amount of any profit realized, that 
such profit will inure to the benefit cf the 
issuer or its subsidiaries and whether suit 
will be brought or other steps taken to re- 
cover such profit. If in the opinion of coun- 
sel a question reasonably exists as to the re- 
coverability of such profit, it will suffice to 
state all facts necessary to describe the 
transaction, including the prices and 
number of shares involved. 

5. If the information called for by item 
4(e) is being presented in a registration 
statement filed pursuant to the Securities 
Act of 1933 or the Securities Exchange Act 
of 1934, the information called for by that 
paragraph shall be presented for the last 3 
years. 

(f) Transactions with management. 
Describe briefly any transaction since 
the beginning of the registrant’s last 
fiscal year or any presently proposed 
transactions, to which the registrant 
or any of its subsidiaries was or is to 
be a party, in which any of the follow- 
ing persons had or is to have a direct 
or indirect material interest, naming 
such person and stating his relation- 
ship to the registrant, the nature of 
his interest in the transaction and, 
where practicable, the amount of such 
interest: 

(1) Any director or officer of the reg- 
istrant; : 

' (2) Any nominee for election as a di- 
rector; 

(3) Any security holder who is 
known to the registrant to own of 
record or beneficially more than 5 per- 
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cent of any class of the registrant’s 
voting securities; and 

(4) Any relative or spouse of any of 
the foregoing persons, or any relative 
of such spouse, who has the same 
home as such person or who is a direc- 
tor of officer of any parent or subsidi- 
ary of the registrant. 


Instructions. 1. No information need be 
given in response to this item 4(f) as to any 
remuneration or other transaction reported 
in response to item 4 (a), (b), (c), (d), or (e), 
or as to any transaction with ‘respect to 
which information may be omitted pursuant 
to instruction 2 to item 4(b), the instruction 
to item 4(c), instruction 3 to item 4(d) or in- 
struction 2 or 3 to item 4(e). Instruction 2 to 
item 4(a) applies to this item 4(f). 

2. No information need be given in answer 
to this item 4(f) as to any jon 
where: . 

(a) The rates or charges involved in the 
transaction are determined by competitive 
bids, or the transaction involves the render- 
ing of services as a common or contract car- 
rier, or public utility, at rates or charges 
fixed in conformity with law or governmen- 
tal authority; 

(b) The transaction involves services as a 
bank depositary of funds, transfer agent, 

, trustee under a trust indenture, or 
similar services; 

(c) The amount involved in the transac- 
tion or series of similar transactions, includ- 
ing all periodic installments in the case of 
any lease or other agreement providing for 
periodic payments or installments, does not 
exceed $40,000; or 

(d) The interest of the specified person 
arises solely from the ownership of securi- 
ties of the registrant and the specified 
person receives no extra or special benefit 
not shared on a pro rata basis by all holders 
of securities of the class. 

3. It should be noted that this item calls 
for disclosure of indirect, as well as direct, 
material interests in transactions. A person 
who has a position or relationship with a 
firm, corporation, or other entity, which en- 
gages in a transaction with the issuer or its 
subsidiaries may have an indirect interest in 
such transaction by reason of such position 
or relationship. However, a person shall be 
deemed not to have a material indirect in- 
terest in a transaction within the me 
of this item 4(f) where: é 

(a) The interest arises only (i) from such 
person’s position as a director of another 
corporation or organization (other than a 
partnership) which is a party to the transac- 
tion, or (ii) from the direct or indirect own- 
ership by such person and all other persons 
specified in subparagraphs (1) through (4) 
above, in the aggregate, of less than a 10- 
percent equity interest in another person 
(other than a partnership) which is a party 
to the transaction, or (iii) from both such 
position and ownership; a 

(b) The interest arises only from such per- 
son’s position as a limited partner in a part- 
nership in which he and all other persons 
specified in (1) through (4) above had an in- 
terest of less than 10 percent; or 

(c) The interest of such person arises 
solely from the holding of an equity interest 
(including a limited partnership interest but 
excluding a general partnership interest) or 
a creditor interest in another person which 
is a party to the transaction with the regis- 
trant or any of its subsidiaries and the 


transaction is not material to such other 
n. 

4. The amount of the interest of any spec- 
ified person shall be computed without 
regard to the amount of the profit or loss 
involved in the transaction. Where it is not 
practicable to state the approximate 
amount of the interest, the approximate 
amount involved in the transaction shall be 
indicated. 

5. In describing any transaction involving 
the purchase or sale of assets by or to the 
registrant or any of its subsidiaries, other- 
wise than in the ordinary course of business, 
state the cost of the assets to the purchaser 
and, if acquired by the seller within 2 years 
prior to the transaction, the cost thereof to 
the seller. If the information prescribed by 
this instruction is to be included in a regis- 
tration statement filed on form S-11, dis- 
close the aggregate depreciation claimed by 
the seller for Federal income tax purposes, 
if acquired by the seller within 5 years prior 
to the transaction. Indicate the principle 
followed in determining the registrant’s 
purchase or sale price and the name of the 
person making such determination. 

6. If the information called for by item 
4(f) is being presented in a registration 
statement filed pursuant to the Securities 
Act of 1933 or the Securities Exchange Act 
of 1934, the period for which the informa- 
tion called for shall be reported is the previ- 
ous 3 years. 

7. Include the name of each person whose 
interest in any transaction is described and 
the nature of the relationship by reason of 
which such interest is required to be de- 
scribed. Where it is not. practicable to state 
the approximate amount of the interest, the 
approximate amount involved in the trans- 
actions shall be indicated. 

8. Information shall be furnished in 
answer to this item with respect to transac- 
tions not excluded above which involve re- 
muneration from the registrant or its sub- 
sidiaries, directly or indirectly, to any of the 
specified persons for services in any capac- 
ity unless the interest of such persons arises 
solely from the ownership individually and 
in the aggregate of less than 10 percent of 
any class of equity securities of another cor- 
poration furnishing the services to the regis- 
trant or its subsidiaries. 

9. If the filing to which this item relates is 
a registration statement under the Securi- 
ties Act, information should be included as 
to any material underwriting discounts and 
commissions upon the sale of securities by 
the registrant where any of the specified 
persons was or is to be a principal under- 
writer or is a controlling person, or member, 
of a firm which was or is to be a principal 
underwriter. Information need not be given 
concerning ordinary management fees paid 
by underwriters to a managing underwriter 
pursuant to an agreement among underwrit- 
ers the parties to which do not include the 
registrant or its subsidiaries. 

10. The foregoing instructions specify cer- 
tain transactions and interests as to which 
information may be omitted in answering 
this item. There may be situations where, 
although the foregoing instructions do not 
expressly authorize nondisclosure, the inter- 
est of a specified person in the particular 
transaction or series of transactions is not a 
material interest. In that case, information 
regarding such interest and transaction is 
not required to be disclosed in response to 
this item. The materiality of any interest or 
transaction, is to be determined on the basis 


FEDERAL REGISTER, VOL. 43, NO. 150—THURSDAY, AUGUST 3, 1978 





of the significance of the information to in- 
vestors in light of all of the circumstances 
of the particular case. The importance of 
the interest to the person having the inter- 
est, the relationship of the parties to the 
transaction to each other and the amount 
involved in the transaction are among the 
factors to be considered in determining the 
significance of the information to investors. 


(g) Transactions with pension or 
similar plans. Describe briefly any 
transactions since the beginning of the 
registrant’s last fiscal year or any pres- 
ently proposed transactions, to which 
any pension, retirement, savings, or 
similar plan provided by the regis- 
trant, or any of its parents or subsid- 
iaries was or is to be a party, in which 
any of the following persons had or is 
to have a direct or indirect material in- 
terest, naming such person and stating 
his relationship to the registrant, the 
nature of his interest in the transac- 
tion and, where practicable, the 
amount of such interest: 

(1) Any director or officer of the reg- 
istrant; 

(2) Any nominee for election as a di- 
recior; 

(3) Any security holder who is 
known to the registrant to own of 
record or beneficially more than 5 per- 
cent of the outstanding voting securi- 
ties of the registrant; 

(4) Any relative or spouse of any of 
the foregoing persons, or any relative 
of such spouse, who has the same 
home as such person or who is a direc- 
tor or officer of any parent or subsidi- 
ary of the registrant; or 

(5) The registrant or any of its sub- 
sidiaries. 


Instructions. 1. Instructions 2, 3, 4, and 5 
to Item 4(f) shall apply to this Item 4(g). 

2. Without limiting the general meaning 
of the term “transaction” there shall be in- 
cluded in answer to this item any remunera- 
tion received or any loans received or out- 
standing during the period, or proposed to 
be received. 

3. No information need be given in answer 
to paragraph (g) with respect to: 

(a) payments to the plan, or payments to 
beneficiaries, pursuant to the terms of the 
plan; 

(b) payment of: remuneration for services 
not in excess of 5 percent of the aggregate 
remuneration received by the specified 
person during the registrant’s last fiscal 
year from the registrant and its subsidiaries; 


or 

(c) any interest of the registrant or any of 
its subsidiaries which arises solely from its 
general interest in the success of the plan. 


§ 229.20.5 Item 5. Legal proceedings. 


Briefly describe any material pend- 
ing legal proceedings, other than ordi- 
nary routine litigation incidental to 
the business, to which the registrant 


. 
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or any of its subsidiaries is a party or 
of which any of their property is the 
subject. Include the name of the court 
or agency in which the proceedings 
are pending, the date instituted, the 
principal parties thereto, a description 
of the factual basis alleged to underlie 
the proceeding and the relief sought. 
Include similar information as to any 
such proceedings known to be contem- 
plated by governmental authorities. 


Instructions. 1. If the business ordinarily 
results in actions for negligence or other 
claims, no such action or claim need to de- 
scribed unless it departs from the normal 
kind of such actions... 

2. No information need be given with re- 
spect to any proceeding which involves pri- 
marily a claim for damages if the amount 
involved, exclusive of interest and costs, 
does not exceed 10 percent of the current 
assets of the registrant and its subsidiaries 
on a consolidated basis. However, if any pro- 
ceeding presents in large degree the same 
issues as other proceedings pending or 
known to be contemplated, the amount in- 
volved in such other proceedings shall be in- 
cluded in computing such percentage. 

3. Notwithstanding instructions 1 and 2, 
any material bankruptcy, receivership, or 
similar proceeding with respect to the regis- 
trant or any of its significant subsidiaries 
shall be described. 

4. Any material proceedings to which any 
director, officer, or affiliate of the regis- 
trant, any owner of record or beneficially of 
more than 5 percent of any class of voting 
securities of the registrant, or any associate 
of any such director, officer, or security 
holder is a party adverse to the registrant or 
any of its subsidiaries or has a material in- 
terest adverse to the registrant or any of its 
subsidiaries, also shall be described. 

5. Notwithstanding the foregoing, admin- 
istrative or judicial proceedings arising 
under any Federal, State, or local provisions 
which have been enacted or adopted regu- 
lating the discharge of materials into the 
environment or otherwise relating to the 
protection of the environment shall not be 
deemed “ordinary routine litigation inciden- 
tal to the business” and shall be described if 
such proceeding is material to the business 
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or financial condition of the registrant or if 
it involves primarily a claim for damages 
and the amount involved, exclusive of inter- 
est and costs, exceeds 10 percent of the cur- 
rent assets of the registrant and its subsid- 
iaries on a consolidated basis. Any such pro- 
ceedings by governmental authorities shall 
be deemed material and shall be described 
whether or not the amount of any claim for 
damages involved exceeds 10 percent of cur- 
rent assets on a consolidated basis and 
whether or not such proceedings are consid- 
ered “ordinary routine litigation incidental 
to the business”; provided however, that 
such -proceedings which are similar in 
nature may be grouped and described ge- 
nerically stating: the number of such pro- 
ceedings in each group; the issues generally 
involved; and, if such proceedings in the ag- 
gregate are material to the business or fi- 
nancial condition of the registrant, the 
effect of such proceedings on the business 
or financial condition of the registrant. 


§ 220.20.6 Item 6. Security ownership of 
certain beneficial owners and manage- 
ment, 

(a) Security ownership of certain 
beneficial owners. Furnish the follow- 
ing information, as of the most recent 
practicable date, in substantially the 
tabular form indicated, with respect to 
any person (including any “group” as 
that term is used in section 13(d)(3) of 
the Securities Exchange Act of 1934) 
who is known to the registrant to be 
the beneficial owner of more than 5 
percent of any class of the registrant’s 
voting securities. Show in column (3) 
the total number of shares beneficial- 
ly owned and in column (4) the per- 
cent of class so owned. Of the number 
of shares shown in column (3), indi- 
cate by footnote or otherwise, the 
amount known to be shares with re- 
spect to which such listed beneficial 
owner has the right to acquire benefi- 
cial ownership, as specified in rule 
13d-3(d)(1) under the Exchange Act. 





ql) (2) 


Titleof Name and address of 
class beneficial owner 


Amount and nature of beneficial ownership 


(3) (4) 


Percent of class 





(b) Security ownership of manage- 
ment. Furnish the following informa- 
tion, as of the most recent practicable 
date, in substantially the tabular form 
indicated, as to each class of equity se- 
curities of the registrant or any of its 
parents or subsidiaries other than di- 
rectors qualifying shares, beneficially 
owned by all directors and nominees, 
naming them and directors and offi- 
cers of the registrant as a group, with- 


out naming’ them. Show in column (2) 
the total number of shares beneficial- 
ly owned and in column (3) the per- 
cent of class so owned. Of the number 
of shares. shown in column (2), indi- 
cate, by footnote or otherwise, the 
amount of shares with respect to 
which such persons have the right to 
acquire beneficial ownership as speci- 
fied in rule 13d-3(d)(1) under the Ex- 
change Act. 
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aw (2) @ 
Title of class Amount and natureof Percent of 
beneficial ownership class 





(c) Changes in control. Describe any 
arrangements, known to the regis- 
trant, including any pledge by any 
person of securities of the registrant 
or any of its parents, the operation of 
which may at a subsequent date result 
in a change in control of the regis- 
trant. 


instructions. 1. The percentages are to be 
calculated on the basis of the amount of 
outstanding securities, excluding securities 
held by or for the account of the registrant 

or its subsidiaries, plus securities deemed 
pwn se ema hg to rule _134-3aX) 
under the Exchange Act. 

2. For the purposes of this saome: beneficial 
ownership shall be determined in accord- 
ance with rule 13d-3 (17 CFR 240.13d-3] 
under the Exchange Act. Include such addi- 
tional subcolumns or other appropriate ex- 
planation of column (3) necessary to reflect 
amounts as to which the beneficial owner 
has (1) sole voting power, (2) shared voting 
power, (3) sole investment power, (4) shared 
investment power. 

3. The registrant shall be deemed to know 
the contents of any statements filed with 
the Commission pursuant to section 13(d) of 
the Exchange Act. When applicable, a regis- 
trant may rely upon information set forth 
in such statements unless the registrant 
knowns or has reason to believe that such 
infomation is not complete or accurate or 
that a statement or amendment should 
have been filed and was not. 

4. For purposes of furnishing information 
pursuant to paragraph (a), the registrant 
may indicate the source and date of such in- 
formation. 

5. Where more than one beneficial owner 
is known to be listed for the same securities, 
appropriate disclosure should be made to 
avoid confusion. 

6. Paragraph (c) does not require a de- 
scription of ordinary default provisions con- 
tained in the charter, trust indentures or 
other governing instruments relating to se- 
curities of the registrant. 

Instructions 7-9 apply if the information 
called for by this item is being presented in 
a registration statement filed pursuant to 
the Securities Act of 1933. . 

7. If equity securities are being registered 
in connection with, or pursuant to, a plan of 
acquisition or reorganization, readjustment 
or succession, indicate as far as practicable 
the status to exist upon consummation of 
the plan on the basis of present holdings 
and commitments. 

8. If any of the securities being registered 
are to be offered for the account of security 
holders, name each such security holder and 
state the amount of securities owned by 
him, the amount to be offered for his ac- 
count, and the amount to be owned after 
the offering. 

9: If, to the knowledge of the registrant or 
any principal underwriter of the securities 

more than 5 percent of any 
class of voting securities of the registrant 
are held or are to be held subject to any 
voting trust or similar agreement, state the 
title of such securities, the amount held or 
to be held and the duration of the agree- 
ment. Give the names and addresses of the 
voting trustees and outline briefly their 
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voting rights and other powers under the 
agreement. 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


a. Items 12, 16, 17, and 18-29 of 
Form S-1 are amended to read as fol- 
lows: 

§ 239.11 Form S-1, registration statement 
under the Securities Act of 1933. 


Item 12. Legal Proceedings. 

The description of legal proceedings shall 
include the information required by Item 5 
of Regulation S-K, 17 CFR 229.20. 


* od id * * 


Item 16. Directors and Executive Officers. 

The description of directors and executive 
officers shall include the information re- 
able ogg earn ait 17 CFR 

20. 
Item i7. Management remuneration and 
transactions. 

The description of remuneration of direc- 
tors and executive officers shall include the 
information required by _ 4 of regulation 
S-K, 17 CFR 229.20. 


Item 18. Security Gch of certain bene- 
ficial holders and management. 

The description of security ownership of 
certain beneficial owners and management 
shall include the information required by 
item 6 of regulation S-K, 17 CFR 229.20: 


Item 19. Financial statements. 
CNo change from former item 21 of form 
§-1.] 


Part II. IyFORMATION NoT REQUIRED IN 
PROSPECTUS 


Item 20. Marketing arrangements. 
ae change from former item 22 of form 
1Jj 


Item 21. Other expenses of issuance and dis- 
tribution. 
are change from former item 23 of form 


Item 22. Relationship with registrant of ex- 
perts named in registration statement. 
CNo change from former item 24 of form 
S-1.] 


Item 23. Sales to special parties. 
{No change from former item 25 of form 
8-1] 


= Recent sales of unregistered securi- 


es. 
Pe change from former item 26 of form 
J 


Item 25. Subsidiaries of registrant. 
(No change from former item 27 of form 
S-1.] 


Item 26. Franchises and concessions. 
Poy change from former item 28 of form 
J 


Item 27. Indemnification of directors and 
officers. 

Be change from former item 29 of form 
J 


Item 28. Treatment of proceeds from stock 
being registered. 
a change from former item 30 of form 


Item 29. Financial statements and exhibits. 
{No change from former item 31 of form 
8-1. 


b. Items 16, 18, 19, and 20-32 of form 
8-11 are amended to read as follows: 


§ 239.18 Forms S-11, for registration 
under the Securities Act of 1933 of se- 
curities of certain real estate compa- 
nies. 


{tem 16. Legal proceedings. 

The description of legal proceedings shall 
include the information required by item § 
of regulation S-K, 17 CFR 229.20. 


Item 18. Security ownership of certain bene 
ficial owners and management. 

The description of principal security hold- 
ers and security holdings of management 
shall include the information required by 
item 6 of regulation S-K, 17 CFR 229.20. 


Item 19. Directors and executive officers. 
The description of directors and executive 

officers shall include the information re- 

HT by item 3 of regulation S-K, 17 CFR 


Item 20. Management. remuneration and 
transactions. 

The description of remuneration of direc- 
tors and officers shall include the informa- 
tion required by item 4 of regulation S-K, 
17 CFR 229.20. 


Item 21. Selection, .management and.custo- 
dy of registrant’s investments. 
(No change from former item 22 of form 


‘ S11) 


Item 22. Policies with respect to certain 
transactions. 


(No change from former item 23 of form 
S-11.] 


Item 23. Limitations of liability. 
ean change from former item 25 of form 
11.] 


Item 24. Financial statements. 
Ry change from former item 26 of form 
| 


Part Il InroRMATION Not REQUIRED IN 
PROSPECTUS 


Item 25. Other expenses of issuance and dis- 
tribution. 
(No change from former item 27 of form 


Si) 


Item 26. Relationship with registrant of ex- 
perts named in registration statement. 
ani change from former item 28 of form 
11.] 


Item 27. Sales to special parties. 


{No change from former item 29 of form 
11.) 


Item 28. Recent sales of unregistered securi- 
ties. 


(No change from former item 30 of form 
S-11.] 


Item 29. Subsidiares of registrant. 
Bi change from former item 31 of form 
J 


Item 30. Indemnification of directors and 
officers. 
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{No change from former item 32 of form 
S-11.] 


Item 31. Treatment of proceeds from stock 
being registered. 
{No change from former item 33 of form 
§-11.] 


Item 32. Financial statements and exhibits. 
{No change from former item 34 of form 
S-11.1 


PART 249—FORMS, SECURITIES 
EXCHANGE ACT OF 1934 


c. Items 5 and 8-16 of Form 10 are 
amended to read as follows: 


§ 249.210 Form 10, General form for regis- 
tration of securities pursuant to sec- 
tion 12 (b) or (g) of the Securities Ex- 
change Act of 1934, 


Item 5. Security ownership of certain bene- 
ficial owners and management. 


The description of principal security hold- 
ings of management shall include the infor- 
mation required by item 6 of regulation S- 
K, 17 CFR 229.20. 


Item 6. Directors and executive officers. 

The description of directors and executive 
officers shall include the information re- 
quired by item 3 of regulation S-K, 17 CFR 
229.20. 


Item 7. Management remuneration and 
transactions. 

a. The description of remuneration of di- 

rectors and officers shall include the infor- 


mation required by itenr 4 of regulation S- , 


K, 17 CFR 229.20. ; 

b. If the registrant was organized within 
the past five years, furnish the following in- 
formation: 

(1) State the names of the promoters, the 
nature and amount of anything of value (in- 
cluding money, property, contracts, options 
or rights of any kind) received or to be re- 
ceived by each promoter directly or indirect- 
ly from the registrant, and the nature and 
amount of any assets, services or other con- 
siderations therefor received or to be re- 
ceived by the registrant. 

(2) As to any assets acquired or to be ac- 
quired by registrant from a promoter, state 
the amount at which acquired or to be ac- 
quired and the principle followed or to be 
followed in determining the amount. Identi- 
fy the persons making the determination 
and state their relationship, if any, with the 
registrant or any promoter. If the assets 
were acquired by the promoter within two 
years prior to their transfer to the regis- 
trant, state the cost thereof to the promot- 
er. 


Item. 8. Legal proceedings. 

The description of legal proceedings shall 
include the information required by item 5 
of regulation S-K, 17 CFR 229.20. 


Item. 9. Number of equity security holders. 
{No change from former item 11 of form 
10.) 


Item. 10. Nature of trading-market. 
{No change from former item 12 of form 
10.) 


RULES AND REGULATIONS 


Item. 11. Recent sales of unregistered secu- 
rities. 
{No change from former item 13 of form 
10.) 


Item. 12. Capital stock to be registered. 
(No change from former item 14 of form 
10.) 


Item. 13. Debt securities to be registered. 
[No change from former item 15 of form 
10.] 


Item. 14. Other securities to be registered. 
(No change from former item 16 of form 
10.) 


Item. 15. Indemnification of directors and 
officers. 
[No change from former item 17 of form 
10.) 


Item. 16. Financial statements and exhibits. 
{No change from former item 18 of form 
10.) 


d. Items 5 and 11-18 of form 10-K 
are amended to read as follows: 


§ 249.310 Form 10-K, annual report pur- 
suant to section 13 or 15d of the Secu- 
rities Exchange Act of 1934. 


e . 2 s 


Item. 5. Legal proceedings. 

The description of legal proceedings shall 
include the information required by item 5 
of regulation S-K, 17 CFR 229.20. 


” * 2 - = 


Item. 11. Indemnification of directors and 
officers. 
{No change from former item 12 of form 
10-K.] 


Item. 12. Financial statements, exhibits 
filed, and reports on form 8-K. 
{No change from former item 13 of form 
10-K.] 


Part II. (SEE GENERAL INSTRUCTION H) 


Item. 13. Security ownership of certain 
beneficial owners and management. 

The description of principal security hold- 
ers and security holdings of management 
shall include the information required by 
item 6 of regulation S-K, 17 CFR 229.20. 


Item. 14. Directors and executive officers of 
the registrant. 

The description of directors and executive 
officers shall include the information re- 
quired by item 3 of regulation S-K, 17 CFR 
229.20. 


Item. 15. Management remuneration and 
transactions. 

The description of renumeration of direc- 
tors and officers shall include the informa- 
tion required by item 4 of regulation S-K, 
17 CFR 229.20. 


SIGNATURES 


{No change.] 
{No change in remainder of Form 10-K.] 


e. Item 1 of part II of form 10-Q is 
amended to read as follows: 
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§ 249.308a Form 10-Q, for quarterly re- 
ports under section 13 or 15(d) of the 
Securities Exchange Act of 1934. 


PART II OTHER INFORMATION 
INSTRUCTION 
[No change from current Form 10-Q.] 
Item 1. Legal proceedings. 


The description of legal proceedings shall 
include the information required by item 5 
of regulation S-K, 17 CFR 229.20.5. As to 
such proceeding which have been terminat- 
ed during the period covered by the report, 
provide similar information, including the 
date of termination and a description of the 
disposition thereof with respect to the regis- 
trant and its subsidiaries. 

Instruction. A legal proceeding need only 
be reported in the 10-Q filed for the quarter 
in which it first became a reportable event 
and in subsequent quarters in which there 
have been material developments. Subse- 
quent form 10-Q filings in the same fiscal 
year in which a legal proceeding or a mate- 
rial development is reported should refer- 
ence any previous reports in that year. 


PART 240—GENERAL RULES AND 
REGULATIONS, SECURITIES EX- 
CHANGE ACT OF 1934 


f. Items 5 through 7 of Schedule 14A 
are amended to read as follows: 


§ 240.14a-101. Schedule 14A. Information 
required in proxy statement. 


Item 5. Voting securities and principal hold- 
ers thereof. 


” 
+ * * s * 


(d) The information required ky item 6(a) 
of regulation S-K, 17 CFR 229.20 shall be 
reported pursuant to this paragraph (d) to 
the extent known by the persons on whose 
behalf the solicitation is made. 

(e) The information required by item 6(b) 
of regulation S-K, 17 CFR 229.20 shall be 
reported pursuant to this paragraph (e). 


e « s é * 


(g) The information required by item 6(c) 
of regulation S-K, 17 CFR 229.20 shall be 
reported pursuant to this paragraph (g). 


Item 6. Directors and executive officers. 


If action is to be taken with respect to the 
election of directors, furnish the informa- 
tion required by item 3 of regulation S-K, 
17 CFR 229.20, in tabular form to the 
extent practicable, with respect to each 
person nominated for election as a director 
and each other person whose term of office 
will continue after the meeting. However, if 
the solicitation is made on behalf of persons 
other than the management, the informa. 
tion required need be furnished only as to 
nominees of the persons making the solicit- 
ing. 


Item 7. Remuneration of directors and ex- 
ecutive officers. 
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(See Note C at the beginning of schedule 
14A.) 

Furnish the information called for by 
item 4 and instruction 4 to item 5 of regula- 
tion S-K, 17 CFR 229.20, if action is to be 
taken with regard to (i) the election of di- 
rectors, (ii) any bonus, profit sharing or 
other remuneration plan, contract, or ar- 
rangement in which any director, nominee 
for election as a director, or officer of the 
issuer will participate, (iii) any pension or 
retirement plan in which any such person 
will participate or (iv) the granting or exten- 
sion to any such person of any options, war- 
rants or rights to purchase any securities, 
other than warrants or rights issued to secu- 
rity holders as such, on a pro rata basis. 
However, if the solicitation is made on 
behalf of persons other than the manage- 
ment, the information required need be fur- 
nished only as to nominees of the persons 
making the. solicitation and associates of 
such nominees. 


AUTHORITY 


The amendments are adopted pursu- 
ant to authority in section 6, 7, 8, 10, 


and 1a) (15 US.C. 77f, 77g, Tih, TT, 
and 77s] of the Securities Act of 1933: 
sections 12, 13, 14, 15(d), 23(a) (158 
U.S.C. 781, 78m, 780(d), and 78w] of 
the Securities Exchange Act of 1934. 
The Commission finds that any 
changes in the amended rules and 
schedule adopted from those pub- 
lished in Securities Act Release No. 
5758 have already been generally sub- 
ject to comment and are either fechni- 
cal in nature or less burdensome than 
previous requirements so that further 
notice and rulemaking procedures pur- 
suant to the Administrative Procedure 
Act (5 U.S.C. 553) are not necessary. 


By the Commission. 


GeorGE A. FrrzsIMMONS, 
Secretary. 


JULY 28, 1978. . 
[FR Doc. 76-21549 Filed 8-2-78: 6:45 am} 
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(8010-01 } 
SECURITIES AND EXCHANGE 
{17 CFR Part 229) 


(Release Nos. 33-5950, 34-15007, 35-20644, 
IC-10343; File No. ST-749} 


Proposed Amendments To Disclosure Forms 
and Regulations 


AGENCY: Securities and Exchange 
Commission. 


S7-749. All comments received will be 
available -for public inspection and 
copying in the Commission’s Public 
Reference Room, 1100 L Street NW., 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION 
CONTACT; 


Cook, 202-755-1750, or 


Street, Washington, D.C. 20549. 
SUPPLEMENTARY INFORMATION: 
The Securities and Exchange Commis- 
sion today proposed for comment 
amendments to the management re- 


1978) (See Release No. 5049 in this separate 


these amendments would substantially 
revise the existing disclosure require- 
ments for management remuneration. 


BACKGROUND 


On July 28, 1978, the Commission 
adopted amendments to regulation S- 
K, a regulation which sets forth cer- 
tain disclosure requirements applica- 
ble to documents filed under the Secu- 
rities Act of 1933 (“Securities Act’’) 
{15 US.C. TT7a et seq., as amended by 
Pub. L. No. 94-29 (June 4, 1975)] and 
Securities Exchange Act of 1934 (“Ex- 
change Act’’) [15 U.S.C. 78a et seq., as 
amended by Pub. L. No. 94-29 (June 4, 
1975)}.2 These amendments to regula- 
tion S-K conformed the disclosure re- 
quirements of the designated Commis- 
sion disclosure forms and required 


held companies. 
regulation S-K also included a new 
item relating to management remu- 
neration, patterned after old item 7 
(a), (b), and (c) of sechedule 14A under 
the Exchange Act. 


BAaSIs FOR THE PROPOSED AMENDMENTS 


Over the years, the Commission and 
its staff have observed that as man- 
agement remuneration packages have 
become more diverse and complex, the 
format for remuneration disclosure in 
Commission filings has changed. As a 
result, many forms of remuneration 
are not presently being included in the 
table specified by item 7(a) of the 
proxy rules but instead are being dis- 
closed through narrative discussions 
set forth in footnotes or paragraphs 
following the table. 

Since this textual remuneration dis- 
closure can obscure the total remu- 
neration actually received by manage- 
ment, roposed 


the amendments p 
herein are intended to require that 


— Item 4 of regulation S-K is in all ma- 

terial respects identical to what had been 
item 7 of schedule 14A. Regulation S-EK is a 
disclosure provision which specifies infor- 
mation required to be disclosed in various 
registration statements, periodic reports and 
proxy and information statements filed 
with the Commission under the Securities 
Act of 1933 and the Securities Exchange Act 
of 1934. By proposing amendments to item 4 
of regulation S-K, the Commission, in 
effect, is also proposing amendments to 
forms 8-1, and 8-11 under the Securities 
Act, and to forms 10 and 10-K and regula- 


1976) (41 FR 49493). Among other 
that release requested comments on the 


neration such as perquisites, executive com- 
pensation plans, and management 
tions with the registrant or its affiliates. 
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the table reflect ail remuneration 
which can be quantified and related te 
the services performed by individual 
members of management during the 
fiscal year. The broad approach taken 
in the proposed amendments is to re- 
quire three remuneration columns in 
the table: one reflecting remuneration 
principally in the form of salaries, 
commissions and bonuses; one refiect- 
ing all other remuneration including 
that obtained through pension or re- 
tirement plans, insurance, perquisites, 
options, and stock appreciation or sim- 
ilar plans; and one reflecting the sum 
of the other two. 

In situations in which the remunera- 
tion is in a form other than cash, the 

proposed amendments specify a vari- 
ety of methods for determining the 
amount to be reflected in the table. 
For example, as to certain forms of re- 
muneration, such as interests in per- 
formance plans or stock appreciation 
rights, the amount to be disclosed 
would be geared to the amount ex- 
pensed by the registrant or its subsid- 
iaries for financial reporting purposes 
for the year. 

The Commission aiso notes that a 
recurring observation of persons testi- 
fying at the recent hearings on corpo- 
rate governance was that shareholders 
should be more fully informed about 
their company’s management, includ- 
ing its remuneration.* An assessment 
of the performance of management 
necessitates the disclosure of more rod 


Another basis for the proposed rule- 
making stems from disclosure and en- 
forcement issues which have arisen in 
connection with personal benefits ex- 
tended to members of management. In 
Securities Act Release No. 5856 
(August 18, 1977) (42 FR 43058), the 


ports, and proxy and information 
statements, aii forms of remuneration 
received by management, including 
personal benefits sometimes referred 
to as perquisites. In an effort to re- 
solve a number of interpretative ques- 
tions presented by that release, the 
Commission later published a release, 
in question and answer form, reflect- 
ing the views of its Division of Corpo- 


*See, Securities Exchange Act Release No. 
13482 (Apr. 28, 1977) (42 FR 23901) an- 


proposed 
to the Commission’ s disclosure require- 
ments were published for comment in Secu- 
rities Exchange Act Release No. 14970 (July 
18, 1978) (43 FR 3196). 
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ration Finance with respect to the dis- 
closure of perquisites.‘ During the 
recent proxy season, it became appar- 
ent that certain fundamental issues re- 
lating to the disclosure of perquisites 
could be the subject of a rule. These 
issues include: (i) the basis for valuing 
the benefit; (ii) whether separate dis- 
closure of perquisites should be re- 
quired; and (iii) how to deal with ex- 
penses when it is unclear whether 
they are personal rather than busi- 
ness. The proposed amendments ad- 
dress these issues, and would require 
additional disclosure if the amount of 
perquisites exceeds certain levels; the 
proposals would also permit the exclu- 
sion of amounts relating to items not 
clearly perquisites, in limited circum- 
stances. 

The following discussion summarizes 
the proposed amendments and gener- 
ally compares them with the present 
item 7 of the proxy rules. 


ITEM 4(a)—REMUNERATION OF 
MANAGEMENT 


Item 4(a) would be amended in a 
number of respects from the existing 
remuneration disclosure requirements 
in item 7(a) of schedule 14A of the 
proxy rules. One of the more signifi- 
cant amendments is that the informa- 
tion which would be required relates 
to “all remuneration * * * for services 
to the registrant * * *” in contrast to 
the disclosure presently required by 
item 7(a) which relates only to “direct 
remuneration paid by the issuer * * *” 

This proposed amendment is intend- 
ed to bring within the scope of the dis- 
closure requirements not only 
amounts paid by the registrant and its 
subsidiaries to the specified persons or 
groups during the fiscal year, but also 
amounts which have been accrued on 
behalf of such individuals or groups. 
The amendment would require disclo- 
sure of all remuneration, the consider- 
ation for which was services of the 
specified person to the registrant and 
its subsidiaries during the past fiscal 
year, without regard to whether the 
remuneration was from the registrant 
or a third party, or was accrued or de- 
ferred rather than paid. 


Item 4(a)(i) 


Proposed item 4(a)(i) increases from 
three to five the minimum number of 
named persons for whom disclosure of 
remuneration would be required; de- 
letes the $40,000 standard in item 7(a); 
and applies the requirement to “ex- 
ecutive offices’ rather than “officers.” 
The increase to five named persons 
and the reference to “executive offi- 
cers” should assure that the proposed 
requirements will cover persons who, 
in fact, function as key, policymaking 
members of management. It appears 


‘Securities Act Release No. 5904 (Feb. 6, 
1978) (43 FR 6060). 


PROPOSED RULES 


to the Commission that this proposal 
is appropriate since a number of com- 
panies have a chief executive office 
consisting of two or more persons and 
since the diverse and expanded oper- 
ations of many companies cause the 
top management function to be dis- 
tributed among more than three per- 
sons. The deletion of the $40,000 floor 
is proposed on the rationale that even 
with respect to smaller registrants, the 
salaries of a broader group of execu- 
tives should be disclosed. 

The Commission recognizes that the 
proposals concerning item 4(a)(i) 
would have an impact on virtually all 
reporting companies, and specifically 
invites comments as to the appropri- 
ateness of the proposed new standards 
and, in particular, on the desirability 
of removing the $40,000 floor and 
thereby requiring information as to at 
least five officers or directors, regard- 
less of the amount of their remunera- 
tion. 


Trem 4(a)(ii) 


Item 4(a)(ii) is new. It is intended to 
reach the five next most highly com- 
pensated executive officers or direc- 
tors of the registrant, or executive of- 
ficers or directors of wholly owned 
subsidiaries, other than those individ- 
uals named in response to item 4(a)(i). 
However, an individual would not be 
required to be named pursuant to this 
item unless such person’s aggregate re- 
muneration for the year exceeded 
$150,000. 

The Commission anticipates that 
the proposed revision would provide 
shareholders with meaningful infor- 
mation relating to the remuneration 
of key management of the registrant. 
If the next five most highly compen- 
sated executive officers or directors 
serve with a wholly owned subsidiary 
of the registrant, remuneration infor- 
mation would be required about such 
persons, on the rationale that such 
highly paid individuals have close as- 
sociation, involvement and responsibil- 
ity for major components of the regis- 
trant’s operations. 

Since the provisions of item 4(a) ii) 
might require information concerning 
persons whose remuneration exceeds 
that of persons named in response to 
proposed item 4(a)(i), and since its 
scope is limited to persons serving as 
executive officers or directors of the 
registrant and its wholly owned sub- 
sidiaries, the Commission believes that 
the proposed provisions will reach per- 
sons appropriately within the scope of 
the registrant’s management. The 
Commission expressly invites com- 
ment on this point, as well as on the 
issue of whether some other stand- 
ard—such as executive officers or di- 
rectors of majority-owned or signifi- 
cant subsidiaries—would be more ap- 
propriate. 


Item 4(a)Ciii) 


This provision is unchanged from 
that which appeared in item 7(a) and 
would elicit information concerning 
aggregate management remuneration 
for the year. It should be noted that 
the provision would require disclosure 
about remuneration of “officers” of 
the registrant rather than “executive 
officers.” The term “officers” would 
include a broader group of manage- 
ment persons than “executive offi- 
cers.” 


REMUNERATION TABLE 


The number of columns in the table 
would be increased from three to five, 
and the two new columns generally 
would provide a certain breakdown in 
aggregate remuneration. However, in- 
struction 5 specifically would permit 
the inclusion of additional columns, if 
the registrant determined them appro- 
priate. 


Co.umns A AND B AND INSTRUCTION 1 


Columns A and B follow the ap- 
proach in item 7(a) of the proxy rules 
and would call for the name of the in- 
dividual or the number of persons in 
the group, and the capacities in which 
such persons served during the year. 

Instruction 1 would be modified to 
incorporate the substance of note C of 
schedule 14A under the Exchange Act, 
to define the term “executive officer,” 
and to insert references to wholly 
owned subsidiaries in accordance with 
the proposed revisions set forth in- 
item 4(a)(ii). The definition of ‘‘execu- 
tive officer” differs slightly from that 
recently included in regulation S-K in 
that it includes any vice president “in 
charge of a principal business unit, di- 
vision or function (such as sales, ad- 
ministration or finance) * * *.” 5 The 
proposed revision of the term is in- 
tended to clarify the category of per- 
sons included in the definition. 


CoLUMN C AND INSTRUCTION 2: REMU- 
NERATION PAID—SALARIES, FEES, COM- 
MISSIONS, BONUSES 


Column C and instruction 2 would 
require disclosure under column C of 
all remuneration in the form of sala- 
ries, fees, directors’ fees, commissions, 
and bonuses. In addition, the column 
would include the fair market value of 
any securities or other property dis- 
tributed as remuneration during the 
fiscal year if services rendered by the 
specified person represent the only 
consideration for such property. 

Primary as a transitional device be- 
tween the existing disclosure pattern 


5Based upon the comments received, the 
Commission will determine whether further 
rulemaking action is necessary to apply the 
revised definition of “executive officer” to 
other disclosure requirements relating to 
management. 3 
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and that lated by the pro- 
posed amendments, instruction 2 also 
would provide that amounts paid 
during the fiscal year for services ren- 
dered in prior periods should be in- 
cluded in column C, unless such 
amounts previously have been report- 
ed in the table. If previously earned 
amounts are included, a footnote to 
column C would be required to de- 
scribe the arrangement pursuant to 
which such payments were made. 

Instruction 2 would also provide that 
deferred remuneration is to ke dis- 
closed in column D. This instruction 
suggests a general approach and recog- 
nizes that column C generally would 
reflect remuneration paid while 
column D generally would include de- 
ferred forms of remuneration as well 
as remuneration paid under compensa- 
tion arrangements specified in the 
instructions to column D. While the 
columns are intended to be general 
guides for the required remuneration 
disclosure, the Commission recognizes 
that some forms of _ remuneration 
might be reported under either 
column C or column D. The Commis- 
sion would not object to reasonable 
and consistent allocation decisions so 
long as the aggregate remuneration in 
column E is accurate. 


CoLuMN D AND INSTRUCTION 3: 
DEFERRED AND OTHER REMUNERATION 


Proposed column D would call for 
disclosure of all remuneration of any 
kind, not otherwise specifically 
exempted, other than that disclosed 
pursuant to column C. The subpara- 
graphs under instruction 3 describe 
the specific treatment to be accorded 
various forms of remuneration. 


INSTRUCTION 3(a) PENSION OR RETIRE- 


This instruction would require that 
column D include any contribution, 
payment or accrual for the account of 
the specified persons or groups under 
any pension or retirement plan, annu- 
ity, employment contract, deferred 
compensation plan or similar arrange- 
ment. Contributions to tax quaified 
plans would not be excluded, but a 
general exclusion is permitted if the 
amount of the contribution for specif- 
ic individuals is not or cannot readily 
be separately or individually calculat- 
ed by the regular actuaries for the 
plan. If amounts are excluded from 
the table pursuant to thjs provision, a 
footnote to the table would be re- 
quired stating this fact and disclosing 
the percentage which the aggregate 
contributions to the plan bears to the 
covered compensation of plan partici- 
pants; and briefly describing the cov- 
ered compensation. It is intended that 
this proposal would result in footnote 


disclosure which would state, for ex- 
ample, that a given individual named 
in the table is a participant in a de- 
fined benefit plan in which the cov- 
ered compensation is salaries and bo- 
nuses, and to which the registrant, in 
the prior fiscal year, contributed ——— 
percent of the covered compensation 
of all plan participants. The Commis- 
sion anticipates that this disclosure 
may give a reasonable indication of 
the approximate amount of remunera- 
tion not being reported in the table. 


INSTRUCTION 3(b): LiFE INSURANCE 


The amount of remuneration dis- 
closed under column D would be re- 
quired to include premiums paid by 
the registrant or its subsidiaries on life 
insurance policies insuring the speci- 
fied persons or groups, unless the reg- 
istrant or its subsidiaries are the sole 
beneficiaries under the policy. 


INSTRUCTION 3(c): HEALTH INSURANCE 
AND MEDICAL REIMBURSEMENT PLANS 


This proposed instruction would re- 
quire the inclusion in column D of pre- 
miums or other costs of the registrant 
or its subsidiaries associated with 
health insurance or medical reim- 
bursement plans for the benefit of the 
specified persons or groups. Nondiscri- 
minatory group plans represent a rela- 
tively limited form of remuneration 
and historically have been excluded 
from item 7(a) of the proxy rules. Ac- 
cordingly, an exclusion would be in- 
cluded in the proposals for such ar- 
rangements. 


INSTRUCTION 3(d): INCENTIVE AND Com- 
PENSATION PLANS AND ARRANGEMENTS 


This proposed instruction is the 
most complicated provision in these 
proposals, primarily because it reaches 
a wide range of stock incentive and 
compensation plans which are them- 
selves complicated. In broad terms, the 
proposed instruction would require -in- 
clusion in column D of any amount ex- 
pensed by the registrant or its subsid- 
iaries for financial reporting purposes 
for the year in connection with stock 
appreciation rights, phantom stock 
plans and any other incentive or com- 
pensation plan or arrangement pursu- 
ant to which the measure of benefits 
is based on objective standards or the 
value of securites. This proposed in- 
struction would encompass not only 
those arrangements in which the 
measure of benefits is based on the 
market prices of securities, but also 
those in which benefits result, for ex- 
ample, from the registrant or a de- 
fined profit center having met prede- 
termined earnings goals. 

With respect to plans of this general 
type, the proposed instruction would 
provide that column D shall include 
either: (1) the amount expensed by 
the issuer or its subsidiaries for finan- 
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cial reporting purposes for the year; or 
(2) the amount of any cash received by 
such persons during the year in excess 
of the aggregate net amounts reported 
in the table for a prior year with re- 
spect to the plan or arrangement; or 
(3) the spread between the issue price, 


‘if any, and the fair market value of 


the securities acquired during the 
year. 

Under many arrangements of this 
general nature, remuneration is ex- 
pensed over the years the services are 
rendered. This item therefore would 
require current disclosure of remu- 
neration earned during the year, de- 
spite the fact that actual receipt is de- 
ferred until some point in the future. 
For example, the Commission is aware 
that generally accepted accounting 
principles at present require the ex- 
pensing for financial reporting pur- 
poses of the buildup in the value of in- 
terests under certain stock incentive 
plans.* If an executive has a stock ap- 
preciation right and the stock’s price 
increases sharply during the fiscal 
year, generally accepted accounting 
normally requires that at least a part 
of that increase be expensed in that 
year. Under proposed instruction 3(d), 
any such expense would be reported as 
remuneration under column D. In the 
subsequent year, however, if the 
market price of the stock declines (and 
the stock appreciation right is not 
paid out), generally accepted account- 
ing principles will dictate reversal of 
the expense item and a credit to the 
remuneration account for financial re- 
porting purposes. Because disclosure 
in the proposed table is generally 
geared to financial reporting, instruc- 
tion 3(d) permits a similar credit to be 
taken against the remuneration dis- 
closed in column D. However, any such 
later year credit included in the table 
would be required to relate to an item 
actually reflected in the table for a . 
prior year and to be specifically dis- . 
closed by footnote. : 

This approach, in what are believed | 
to be rare instances, may result in a 
negative amount being disclosed in 
column D. The Commission invites 
comments on whether, in such in- 
stances, the tabular presentation 
should leave column E blank: and 
thereby not reduce amounts shown in 
column C by any negative amounts 
shown in column D. 

It is expected that the proposed 
method of calculating the remunera- 
tion derived from or attributed to the 
myriad of employee benefit plans will 
make the disclosure requirements 
more neutral so that companies will 
not be motivated by disclosure reasons 


*See, Opinion of the Accounting Princi- 
ples Board No. 25, “Accounting for Stock 
Issued to Employees.” The Commission rec- 
ognizes that similar treatment may also be 
accorded other employee benefit plans or 
arrangements. 
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to select one kind of compensation ar- 
rangement over another. Therefore, 
disclosure of management remunera- 
tion of different registrants will be 
more comparable that at present. In 
addition, this approach to remunera- 
tion disclosure would conform the dis- 
closure to a registrant’s accounting 
records and eliminate the anomaly of 
amounts being expensed as remunera- 
tion of an executive for financial re- 
porting purposes but not cisclosed as 
remuneration of that executive, 
earned in the fiscal year for current 
services. 


INSTRUCTION 3(e): STOCK PURCHASE, 
ProFIt SHARING AND THRIFT PLANS 


This proposed instruction would re- 
quire disclosure of any contribution 
made under any stock purchase, profit 
sharing, thrift or similar plan whether 
or not the plan is qualified under the 
Internal Revenue Code. Some regis- 
trants follow the practice of disclosing 
such amounts apart from the table. 
The proposed instruction is intended 
to assure that contributions under 
such arrangements, whether or not 
tax qualified, are treated as remunera- 
tion. 


INSTRUCTION 3(f): PERSONAL BENEFITS 


The provisions of proposed instruc- 
tion 3(f) specify that personal benefits 
which are not directly related to job 
performance, including those which 
indirectly benefit a specified person, 
such as payments by the registrant to 
friends or relatives of such person, 
would be included in column D. An ex- 
ception would be provided for those 
benefits provided to a broad category 
of employees on a basis which does not 
discriminate in favor of officers or di- 
rectors, or those which fall within a 
proposed limited exclusion. 

The Commission proposes that the 
personal benefits be valued on the 
basis of the registrant’s and its subsid- 
iaries’ actual incremental cost. How- 
ever, if such incremental costs are sig- 
nificantly less that the amounts the 
recipient would have had to pay to 
obtain the benefits, appropriate disclo- 
sure would be required in a footnote to 
the table. This revision is intended to 
establish an -appropriate valuation 
standard related to what the company 
is giving its officers and directors, 
while recognizing that if there is a sig- 
nificant disparity between the cost to 
the company and the value to the re- 
cipient, appropriate disclosure would 
be required, including disclosure of the 
value to the recipient.’ 


7Examples have arisen in which the regis- 
trant contends that its actual incremental 
cost in providing a significant benefit to a 
member of management is nominal or, in 
some cases, zero. While the Commission be- 
lieves that the registrant’s cost generally is 
the appropriate measure for disclosing per- 
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The instructions also would require 
that whenever the perquisites includ- 
ed in the table with respect to a 
named person represent 10 percent of 
such person’s remuneration, or 
$25,000, whichever is less, information 
about the personal benefits must be 
included in a footnote disclosing the 
amount of such benefits and briefly 
describing them. The Commission be- 
lieves such a breakout is appropriate 
because remuneration in the form of 
perquisites may involve a greater valu- 
ation problem than other forms of 
compensation. Thus, disclosure that a 
large portion of an executive’s remu- 
neration is in the form of perquisites 
may permit shareholders to make 
better judgments about remuneration 
data. 

The Commission is also cognizant of 
the fact that the identification and 
valuation of certain personal benefits 
is, in many cases, very dificult. There- 
fore the proposed instruction provides 
that if the issuer cannot, without un- 
reasonable effort or expense, deter- 
mine the specific amount of personal 
benefits or the extent ‘to which ex- 
penses represent personal benefits 
rather than business items, the 
amount of such personal benefits may 
be omitted provided certain conditions 
are met. These conditions are that: (1) 
The registrant has made a reasonable 
inquiry * and concluded that the aggre- 
gate amount of personal benefits 
which cannot be specifically or pre- 
cisely ascertained does not exceed 
$10,000 as to each specified person or 
in the case of the group, $10,000 for 
each person in the group; and (2) the 
board of directors or any appropriate 
committee of the board, after reason- 
able inquiry, has concluded that the 
applicable conditions for exclusion are 
satisfied and that the information set 
forth in the table is not rendered ma- 
terially misleading by virtue of the ex- 
clusion of such personal benefits. This 
proposal reflects the Commission’s 
belief that it is not appropriate to 
insist that companies spend unreason- 
able sums to identify and quantify ob- 


sonal benefits as management remunera- 
tion, it nonetheless is concerned that in 
some situations this approach may result in 
significant distortions in the disclosure. 
Commentators are invited to submit sugges- 
tions on any alternate requirement which 
7 satisfy appropriate disclosure objec- 

ves. 

®The Foreign Corrupt Practices Act of 
1977 (Pub. L. No. 95-213) (Dec. 19, 1977) 
amended the Exchange Act, among other 
things, to require reporting companies to 
make and keep detailed books, records, and 
accounts which, in reasonable detail, accu- 
rately and fairly reflect the transactions 
and dispositions of the assets of the regis- 
trant. A registrant’s inability to identify 
large amounts of benefits may raise ques- 
tions under that act. Also, see Securities Ex- 
change Act Release No. 14478 (Feb. 16, 
1978) (43 FR 7752). 


viously minor amounts of personal 
benefits. 

The Commission believes that in- 
struction 3(f) would alleviate certain 
of the identification and valuation 
problems attendant to the existing dis- 
closure provisions while providing at 
the same time that clearly personal 
benefits, regardless of amount, must 
be reflected in column D of the table. 


INSTRUCTION 3(g): EXCLUSION 
PROVISION 


Instruction 3(g) provides that re- 
peated disclosure of the same amounts 
of remuneration is not required in the 
table. Thus, in no event would disclo- 
sure be required for an amount which 
has previously been reflected in the 
table, provided such amount, subse- 
quent to its disclosure in the table, was 
not credited and reflected as a reduc- 
tion of reported remuneration in a 
subsequent year. Although this provi- 
sion would apply primarily to those ar- 
rangements discussed above in connec- 
tion with instruction 3(d), the concept 
may have application to other forms 
of remuneration. Accordingly, it would 
apply to all forms of remuneration 
within the scope of column D. 


INSTRUCTION 4: TRANSACTIONS WITH 
THIRD PARTIES 


Proposed instruction 4 reflects the 
fact that a number of transactions be- 
tween the issuer or its subsidiaries and 
third parties may, on the one hand, in- 
volve remuneration to management or, 
on the other, represent the type of 
transaction presently disclosed pursu- 
ant to requirements relating to inter- 
ests of management and others in cer- 
tain transactions. The proposed in- 
struction specifies that such third 
party transactions should be incorpo- 
rated into the remuneration disclosure 
if the primary purpose of such trans- 
actions is to remunerate the persons 
specified in item 4(a), but that other- 
wise the disclosure of such transac- 
tions would be governed by the “Cer- 
tain Transactions” provisions. More- 
over, to track existing instruction 3 of 
item 7(a), under the proxy rules, the 
proposed instruction also would pro- 
vide that remuneration paid to a part- 
nership in which any officer or direc- 
tor was a partner would not be re- 
quired and should not be presented as 
part of the remuneration disclosure; 
instead, such transactions should be 
disclosed under “Certain Transac- 
tions.” 


INSTRUCTION 5: OTHER PERMITTED 
DISCLOSURE 


The Commission recognizes that a 
number of diverse forms of remunera- 
tion would expressly be required to be 
included in the proposed table, and 
that the instructions concerning dif- 
fering forms of remuneration allow 
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dissimilar treatment. Accordingly, pro- 
posed instruction 5 provides that the 
issuer may provide additional disclo- 
sure, through a footnote to the table, 
through additional tabular columns, 
or otherwise, if greater detail is appro- 
priate. However, the objective sought 
by the Commission is to centralize re- 
muneration disclosure in the proposed 
table. Accordingly, proposed instruc- 
tion 5 should not be construed to allow 
amounts required to be included in the 
table to be presented solely in a foot- 
note. 


INSTRUCTION 6: DEFINITION OF “PLAN’”’ 


This instruction would not be 
changed from a provision which had 
appeared in item 7(b) and defines 
“plan” as including all plans, con- 
tracts, authorizations or arrangements 
whether or not set forth in any formal 
documents. 


ITEM 4(b) 


Proposed item 4(b) would require a 
narrative description of plans under 
which remuneration is proposed to be 
paid in the future. This requirement 
would reach plans for which amounts 
are included in the table specified by 
proposed item 4(a), as well as those de- 
fined benefit and actuarial plans as to 
which amounts are not included in the 
table. With respect to the latter type 
of plan, proposed item 4(b) also would 
require the presentation of a separate 
table showing the estimated annual 
benefits payable upon retirement to 
persons in specified remuneration and 
years of service classifications. A relat- 
ed provision in proposed Instruction 
3(a) to item 4(a) would require a foot- 
note to the item 4(a) table stating the 
percentage which the aggregate con- 
tributions to the plan bears to the cov- 
ered compensation of plan partici- 
pants. That percentage will indicate, 
in a general way, the amount of an ex- 
ecutive’s remuneration excluded from 
the table pursuant to instruction 3(a). 

The disclosure required by propose 
item 4(b) is somewhat parallel to that 
which has been required by item 7(b) 
under the proxy rules. However, the 
current proposal does not specify the 
form for any tabular presentation, nor 
does it require data concerning the 
“amount set aside or accrued during 
the issuer’s last fiscal year.” 


ITEM 4(c) 


Item 4(c) proposes a new area of dis- 
closure not previously required by the 
remuneration provisions. This subpart 
would require disclosure of any stand- 
ard arrangements, including amounts, 
by which directors of the issuer are 
compensated for all services as a direc- 
tor including any additional amounts 
payable for committee participation or 
special assignments. Any amounts paid 
to a director in addition to or in lieu of 
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any standard arrangement, together 
with identification of such directors, 
would also be required to be disclosed. 
Additional disclosure is required as to 
the aggregate remuneration paid to all 
directors of the registrant as a group, 
excluding any officer or director of 
the registrant or its subsidiaries. 

The Commission notes that a 
number of companies have already dis- 
closed this information on a voluntary 
basis and believes that this type of dis- 
closure provides shareholders with im- 
portant information. 


ADDITIONAL RECOMMENDATIONS 


The Commission has taken a very 
broad approach in the proposed revi- 
sion to the remuneration table, includ- 
ing the aggregation of a number of 
various types of remuneration under 
just two columns. Several commenta- 
tors have suggested that a more de- 
tailed breakdown of the components 
of remuneration should be required 
and that specific amounts should be 
disclosed for incentive plans, bonus ar- 
rangements, retirement plans, perqui- 
sites, and similar provisions. The Com- 
mission has chosen not to follow this 
approach, although the instructions to 
the proposed amendment would 
permit the inclusion of additional col- 
umns to the remuneration table at the 
option of the issuer. 

Other commentators have suggested 
that the remuneration table also 
report as remuneration the spread be- 
tween the fair market value of the is- 
suer’s common stock and the exercise 
price of any presently outstanding un- 
exercised stock options. The Commis- 
sion invites specific comment as to the 
appropriateness of requiring such dis- 
closure in the remuneration table and 
any difficulties which may be encoun- 
tered in satisfying such a requirement. 
As proposed, the table would include 


the spread between the issue price and ~ 


the fair market price of all securities 
issued upon the exercise of any op- 
tions during the. year, less any 
amounts previously reported in the 
table in prior years. 

The Commission has also given care- 
ful consideration to two additional 
proposals which may come within the 
scope of the management remunera- 
tion provisions. Senator John H. 
Chafee has suggested that the Com- 
mission adopt a rule which would re- 
quire disclosure of the cost to the 
issuer and its subsidiaries of owning, 
maintaining and operating any proper- 
ty, facility, service, equipment, or simi- 
lar item (including but not restricted 
to aircraft, apartments, lodges, resort 


facilities, automobiles, yachts, club or - 


recreational memberships, etc.) if the 
personal use made of any such item 
during the fiscal year was predomi- 
nantly by or for the benefit of officers, 
executive officers or directors of the 
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registrant and its subsidiaries.® Disclo- 
sure would be required of the cost of a 
facility, used both for business and 
personally by executives, regardless of 
the extent of the personal use. 

Several other persons have suggest- 
ed that a provision be included in the 
proposed amendments which would re- 
quire disclosure of the aggregate 
annual cost to the registrant and its 
subsidiaries of maintaining the office 
of the chief executive. The disclosure 
required by such a proposal would in- 
clude not only the remuneration re- 
ceived by the chief executive officer 
but also all members of his staff or 
support personnel (such as assistants, 
secretaries, and receptionists) together 
with the cost of all business and per- 
sonal items associated with that office, 
including business expenses, travel, en- 
tertainment, and special furnishings 
and appurtenances. 

The Commission believes the propos- 
als reflect very serious concerns on the 
part of thoughtful observers of the 
business community about the quality 
of the stewardship of managers. Al- 
though the Commission is not propos- 
ing amendments to reflect these sug- 
gestions at this time, it specifically in- 
vites comment on the appropriateness 
of adopting these types of disclosure 
requirements. In addition, the Com- 
mission emphasizes its belief that a 
registrant’s compensation or other ap- 
propriate committee should have the 
details of expenses of this general 
nature so as to be able to evaluate 


‘their appropriateness. In some cases, 


compensation and audit committees 
may be unaware of the total expenses 
attributable to the business and per- 
sonal activities of top management. 
The Commission urges greater atten- 
tion by such committees to matters of 
this sort. 


REQUEST FOR COMMENT 


All interested persons are invited to 
submit their views and comments con- 
cerning the amendments proposed 
herein including whether implementa- 
tion of such amendments would in- 
volve additional costs to the issuer and 
whether the actions would have any 
impact or burden on competition. All 
comments should be received no later 
than September 29, 1978. The Com- 
mission will endeavor to review the 
comments on these proposals and take 
such actions as may appear necessary 
to have the amended disclosure re- 
quirements adopted in time for com- 
pliance by registrants in the 1979 
proxy season. Accordingly, the Com- 


*See, letter dated July 25, 1977 from the 
Honorable John H. Chafee to Harold M. 
Williams included in the corporate gover- 
~ mance hearing record (file No. S7-693) and 
available for public inspection at the Com- 
mission’s Public Reference Room, 1100 L 
Street, NW., Washington, D.C. 20549. 
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misssion would not wish to extend the 
comment period beyond the date or- 
ginally set. 


TEXT OF THE PROPOSED AMENDMENTS 
17 CFR 229.20 is proposed to be 


amended by inserting the following in 
lieu of item 4 (a), (b), and (c): 


§ 229.20.4 Item 4. Management remunera- 
tion. 


(a) Furnish the information required 
in the table below, in substantially the 
tabular form specified, concerning all 
remuneration of the following persons 
and groups for services in all capaci- 
ties to the registrant and its subsidiar- 


PROPOSED RULES 
ies during the registrant’s last fiscal 


year: 

(1) Each of the five most highly 
compensated executive officers or di- 
rectors of the registrant, naming each 
such person; 

(2) Each of the five most highly 
compensated executive officers or di- 
rectors of the registrant or its wholly 
owned subsidiaries (other than those 
persons included in paragraph (1) 
above) whose aggregate remuneration, 
as required to be disclosed pursuant to 
column (E), exceeds $150,000, naming 
each such person; and 

(3) All officers and directors of the 
registrant as a group, stating the 
number of persons in the group with- 
out naming them. 


REMUNERATION TABLE 





(A) (B) 
Name of 
individual or 
number of 
persons in group 


persons served 


(Cc) 


Capacities in which Aggegate of salaries, Aggregate of all other 
fees, commissions and 
bonuses 


(D) (E) 


Aggregate 
remuneration (sum of 
columns (C) and (D)) 


remuneration 





INSTRUCTIONS 

1. Persons subject to this item. This item 
applies to any person who was an executive 
officer, officer or director of the registrant, 
or wholly owned subsidiary at any time 
during the fiscal year. However, information 
need not be given for any portion of the 
period during which such person was not an 
executive officer, officer or director of the 
registrant, or wholly owned subsidiary, pro- 


vided a statement to that effect is made. An 
“executive officer’ of a person includes its 
president, secretary, treasurer, any vice 
president in charge of a principal business 
unit, division, or function (such as szles, ad- 
ministration, or finance), and any other 
person who performs similar policymaking 
functions. 

2. Remuneration paid—salaries, fees, com- 
missions, bonuses, and property. Column C 
should include: (i) all cash remuneration for 
services rendered during the fiscal year paid 
or accrued in the form of salaries, fees, di- 
rector’s fees, commissions, and bonuses; and 
(ii) the fair market value of any securities 
(or other property) distributed as remunera- 
tion during the fiscal year without any con- 
sideration other than services rendered (se- 
curities issued under the kinds of plans re- 
ferred to in instruction 3 should be reflected 
under column D). Amounts paid during the 
fiscal year for services rendered in prior pe- 
riods should be included in column C unless 
such amounts previously have been report- 
ed in the table; such amounts included in 
column C but representing payment for ser- 
vices in a prior year shall be described in a 
footnote to the table. Deferred remunera- 
tion for services performed during the fiscal 
year whall be disclosed in column D pursu- 
ant to instruction 3. 

3. Deferred and other remuneration. 
Except as expressly provided in the follow- 
ing instructions, column D should include 
all other remuneration of any kind, not in- 
cluded in column C, of the specified persons 


and groups in whole or in part for services 


rendered during the fiscal year, including 


but limited to the forms of remuneration: 


specifically described below: 

a. Pension or retirement plans; annuities; 
employment contracts; deferred compensa- 
tion plans. Include in column D as to each 
of the specified persons and groups the 
amount expensed for financial reporting 
purposes by the registrant and its subsidiar- 
ies for the year which représents the contri- 
bution, payment or accrual for the account 
of any person or group under any existing 
pension or retirement plans, annuity con- 
tracts, deferred compensation plans, or any 
other similar arrangements. Such amounts 
should be reflected in column D ag remu- 
neration earned during the fiscal year under 
all such plans or arrangements, including 
plans qualified under the Internal Revenue 
Code, unless, in the case of a defined benefit 
or actuarial plan, the amount of the contri- 
bution, payment or accrual in respect of a 
specified person is not, and cannot readily 
be, separately or individually calculated by 
the regular actuaries for the plan. 

If amounts are excluded from the table 
pursuant to the previcus provision, include 
a footnote to the table stating such fact; dis- 
closing the percentage which the aggregate 
contributions to the plan bears to the total 
remuneration of pian participants covered 
by such plan; and briefiy describing the re- 
muneration covered by the plan. 

b. Life insurance. The cost of premiums 
paid by the registrant or any of its subsid- 
jaries on life insurance policies insuring any 
such person and groups shall be included in 
column D unless the sole beneficiary under 
34 policy is the registrant or its subsidiar- 

es. 

c. Health insurance and medical reim- 
bursement plans. The cost of any premiums 
for health insurance and the costs of any 
medical reimbursement plans (which may 
be the benefits paid under any such plans) 
for the benefit of the specified persons and 
groups shal] be allocated to such -persons 


and groups and reflected as remuneration in 
column D. Information need not be fur- 
nished under this item 4(a) as to any costs 
under group health, hospitalization, or 
medical reimbursement plans which do not 
discriminate in favor of officers or directors 
of the registrant or its subsidiaries and 
which are available generally to all salaried 
employees. 

d. Incentive and compensation plans and 
arrangements. With respect to stock op- 
tions, stock appreciation rights plans, phan- 
tom stock plans, and any other incentive or 
compensation plan or arrangement pursu- 
ant to which the measure of benefits is 
based on objective standards or on the value 
of securities of the registrant or others, 
granted, awarded, or entered into at any 
time in connection with services to the reg- 
istrant or its subsidiaries, column D shall in- 
clude as remuneration of each of the speci- 
fied persons and groups the greater of: 

(1) The amount expensed by the regis- 
trant and its subsidiaries for financial re- 
porting purposes for the fiscal year as remu- 
neration for any such specified person or 
group attributable to an interest in any 
such plan or arrangement; or 

(2) The amount of any cash paid during 
the year to any such person and groups 
under any such plan or arrangement in 
excess of the aggregate amount previously 
reported in the table for a prior year with 
respect thereto; or 

(3) The spread between the issue price, if 
any, and the fair market price for all securi- 
ties issued under any such plan or arrange- 
ment during the year to any of the specified 
persons and groups: including securities 
issued on exercise of options (less any 
amount previously reported in the table for 
a prior year with respect to such securities). 
The fair market price of any such shares 
shall be determined as of the date the right 
to receive the securities accures during the 
year, unless the securities are purchased for 
cash in which event the date of purchase 
shall be the date for such determination. If 
the registrant has expensed amounts for fi- 
nancial reporting purposes and reported 
such amounts in column D as remuneration 
and in a subsequent year, in connection 
with the same plan or arrangement, credits 
its remuneration expense for financial re- 
porting purposes, for any proper reason, in- 
cluding a decline in the market price of the 
securities, such credit may be reflected as a 
reduction of the remuneration reported in 
column D. If amounts credited pursuant to 
this instruction are so reflected in the table, 
include a footnote stating the amount of 
such credit and briefly describing such 
treatment; see instruction 3g). 

The term “options” as used in this item 
includes all options, warranis, or rights, 
other than those issued to security holders 
as such on a pro rata basis. ‘ 

e. Stock purchase plans; profit sharing 
and thrift plans. Include in column D the 
amount of any contribution, payment or ac- 
crual for the account of each of the speci- 
fied persons and groups under any stock 
purchase, profit sharing, thrift, or similar 
plans which has been expensed during the 
fiscal year by the registrant. and its subsid- 
iaries for financial reporting purposes. 
Amounts reflecting contributions under 
plans qualified under the Internal Revenue 
Code may not be excluded. 
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f. Persona! benefits. The value of personal 
benefits which are not directly related to 
job performance, other than those provided 
to broad categories of employees and which 
do not discriminate in favor of officers or di- 
rectors, furnished by the registrant or its 
subsidiaries directly or through third par- 
ties to each of the specified persons and 
groups, or benefits furnished by the regis- 
trant or its subsidiaries to other persons 
which indirectly benefit the specified per- 
sons, shall be included in column D. Such 
benefits shall be valued on the basis of the 
registrant’s and subsidiaries’ actual incre- 
mental costs; however, if such costs are sig- 
nificantly less than the amounts the recipi- 
ent would have had to pay to obtain the 
benefit, appropriate disclosure, including 
the value to the recipient, should be made 
in a footnote to the table. 

If the registrant cannot determine, with- 
out unreasonable effort or expense: (i) The 
specific amount of certain personal benefits; 
or (ii) the extent to which benefits are per- 
sonal rather than business; the amount of 
such personal benefits may be omitted from 
the table provided the following conditions 
are met: 

(1) After reasonable inquiry, the regis- 
trant has concluded that the aggregate 
amounts of personal benefits which cannot 
be specifically or precisely ascertained does 
not in any event exceed $10,000 as to each 
such person or, in the case of a group, 
$10,000 for each person in the group; and 

(2) The board of directors or any appro- 
priate committee of the board, after reason- 
able inquiry, has concluded that the above 
condition is satisfied and that the informa- 
tion set forth in the table is not rendered 
materially misleading by virtue of the omis- 
sion of the value of such personal benefits. 

If as to a person named in the table an 
amount representing personal benefits in- 
cluded in column D exceeds 10 percent of 
the amount disclosed pursuant to column E 
or $25,000, whichever is less, include a foot- 
note to the table stating the dollar amount 
or percentage of column E represented by 
such personal benefits and briefly describ- 
ing the kinds of such benefits. 


PROPOSED RULES 


g. Exclusion provision. Notwithstanding 
the foregoing provisions of this instruction 
3, no amount need be reflected in the table 
if such amount was included in the table for 
a prior year and has not subsequently been 
credited and reflected as a reduction of the 
reported remuneration. 

4. Transactions with third parties. Item 
4(a), among aother things, includes transac- 
tions between the registrant and a third 
party when the primary purpose of the 
transaction is to furnish remuneration to 
the persons specified in item 4(a). Other 
transactions ‘between the registrant and 
third parties in which persons specified in 
item 4(a) have an interest, or may realize a 
benefit, generally are addressed by other 
disclosure requirements concerning the in- 


terest of management and others in certain . 


transactions. Item 4(a) does not require dis- 
closure of remuneration paid to a partner- 
ship in which any officer or director was a 
partner; any such transactions should be 
disclosed pursuant to such other disclosure 
requirements, and not as a note to the re- 
muneration table presented pursuant to 
item 4(a). 

5. Other permitted disclosure. The regis- 
trant may provide additional disclosure 
through a footnote to the table, through ad- 
ditional columns, or otherwise, describing 
the components of aggregate remuneration 
in such greater detail as is appropriate. 

6. Definition of “plan”. The term “plan” 
as used in this item includes all plans, con- 
tracts, authorizations, or arrangements, 
whether or not set forth in any formal doc- 
uments. 


(b) Briefly describe all remuneration 
payments proposed to be made in the 
future, pursuant to any existing plan 
or arrangement to the persons and 
groups specified by item 4(a). As to de- 
fined benefit or actuarial plans with 
respect to which amounts are not in- 
cluded in the table pursuant to in- 
struction 3a of item 4(a), include a sep- 
arate table showing the estimated 
annual benefits payable upon retire- 
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ment to persons in specified remunera- 
tion and years-of-service classifica- 
tions. 


(c)1) Describe any standard ar- 
rangement, stating amounts, by which 
directors of the registrant are compen- 
sated for all services as a director, in- 
cluding any additional amounts pay- 
able for committee participation or 
special assignments. If a director of 
the registrant received remuneration 
for services as a director during the 
fiscal year in addition to or in lieu of 
that specified by any standard ar- 
rangement, state, the name of such di- 
rectors and the amount of such remu- 
neration earned by each; if this infor- 
mation is given as to a person named 
in the table required by item 4(a), a 
cross-reference may be used. 


(2) State the aggregate remunera- 
tion for the last fiscal year for all di- 
rectors of the registrant who are not 
also officers of the registrant or its 
subsidiaries, as a group, stating the 
number of persons in the group with- 
out naming them. 


These amendments are being pro- 
posed pursuant to the authority in sec- 
tions 6, 7, 8, 19, and 19(a) [15 U.S.C. 
77f, 77g, 7th, 77j, and 77s] of the Secu- 
rities Act of 1933; sections 12, 13, 14, 
15(d), and 23(a) [15 U.S.C. 781, 78m, 
780(d), and 78w] of the Securities Ex- 
change Act of 1934. 


By the Commission. 


GEORGE A. FITZSIMMONS, 
Secretary. 
JULY 28, 1978. 
{FR Doc 78-21550 Filed 8-2-78; 8:45 am] 
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